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=  The exchange rate is expected to end 2016 at USD/MXN17.66, below @analisis_fundam
the 17.89 observed in February’s survey (Banorte-Ixe: 17.60)

= Banxico just published its monthly survey of expectations for March

Satl Torres
= The average of analysts’ estimates that Banxico’s interest rate will Anallyst Mexigio
close in 2016 around 4.19% (Banorte-Ixe: 4.25%) saultorres@banorte.com

=  GDP forecast for 2016 stands in 2.4% yoy, slightly below the 2.45%
observed in the previous survey (Banorte-Ixe: 2.3%)

=  Analysts’ median for 2016 inflation stands at 3.3% yoy, practically in
line with the 3.34% observed in the previous survey (Banorte-Ixe:
2.8%)

=  For 2017, inflation is expected at 3.41%, while medium-term inflation
expectations stand at 3.36% (Banorte-Ixe: 3%)

Banxico just published its monthly survey of expectations for March.
Economists surveyed expect the Mexican peso to close 2016 at
USD/MXN17.66, below the USD/MXN17.89 observed in February’s survey
(Banorte-Ixe: 17.60). For 2017, analysts also revised their FX forecast to
USD/MXN17.30 from USD/MXN17.43, in line with our forecast.

Analysts’ estimate that the reference rate will close around 4.19% in 2016.
We highlight that this survey was made after Banxico’s extraordinary decision
on February 16, in which the board decided to increase the reference rate by
50bps, leaving it at 3.75%. According to the survey, 47% of analysts expect
Banxico’s next rate hike in 2Q16, while 81% in 3Q16. Finally, analysts’
estimate that the reference rate will close around 4.19% in 2016 (Banorte-Ixe:
4.25%) and in 2017 around 4.87%.

Mexico’s 2016 GDP expectations were revised slightly down to 2.4% from
2.45%. According to Banxico’s survey of expectations (March), analysts’
consensus forecast for Mexico’s GDP growth stands at 2.4%, slightly below the
2.45% observed in the previous survey (Banorte-Ixe: 2.3%). We believe that
this cut continues to reflect the government spending cut announced last month
by the MoF of MXN132.3bn (refer to the following chart). For 2017, the
estimate for GDP growth stands at 2.92%, also below the 2.98% observed in
February’s survey (Banorte-Ixe: 3.1%).
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Year-end inflation estimate for 2016 is at 3.3%, practically in line with the
3.34% observed in the previous survey (Banorte-Ixe: 2.8%). Consensus’
estimate for core inflation in 2016 stands at 3.11% yoy. For the next 12-months,
inflation is expected to be at 3.27% yoy, compared with the 3.19% observed in
February. Moreover, analysts expect an inflation of 3.38% yoy in 2017.
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Medium-term inflation expectations stood practically in line with the
previous survey. Medium-term expectations (1-4 years) stood at 3.36%
(previous: 3.39%), while long-term expectations (5-8 years) remain stable at
3.26% yoy (previous: 3.3%).

Weak external market is the main factor that could hamper economic
growth according to analysts. Among the main factors which could affect
Mexico’s economic performance, Banxico’s survey includes: (1) Weak external
market and world economy (25%); (2) the oil export price (15%); (3)
international financial volatility (14% of respondents); and (4) Mexico’s
security problems (12%).

Disclaimer

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