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February’s inflation – Moderate 

pressures on merchandise prices 

 

 INEGI just published its inflation report for February 
 

 Headline inflation (Feb): 0.19% m/m; Banorte-Ixe: 0.29% m/m; 

consensus: 0.22%m/m (range of estimates: 0.07% to 0.30%); previous: 

-0.09% 
 

 Core inflation (Feb): 0.34% m/m; Banorte-Ixe: 0.39% m/m; consensus: 

0.37% m/m (range of estimates: 0.27% to 0.40%); previous: -0.03% 
 

 Inflation during February was explained by pressures on “other goods” 

prices along with increases in “other services” prices 
 

 With these numbers, annual inflation is at 3% vs. 3.07% in January 
 

 

Consumer prices increased 0.19% m/m in February, below expectations. 

Similarly, core inflation stood at 0.34% m/m vs. our 0.39% estimate. The main 

deviation from our forecast comes from: (1) A lower than expected contribution 

of agriculture prices (-8.2bps vs. our -2.2bps); (2) a lower than expected 

contribution of goods prices (11.3bps vs. our 14.4bps); and (3) an 

overestimation of energy prices (-0.4bps vs. our 0.4bps), as shown in the table 

below. 

February inflation by components 
% monthly incidence 

  Observed 
Banorte-Ixe 

forecast Difference 

Headline 0.19 0.29 -0.10 

    Core 0.25 0.29 -0.04 

        Goods 0.11 0.14 -0.03 

            Processed foods 0.00 0.01 -0.01 

            Other goods 0.11 0.14 -0.03 

        Services 0.14 0.15 -0.01 

            Housing 0.04 0.04 0.00 

            Education 0.02 0.02 0.00 

            Other services 0.09 0.09 0.00 

    Non-core -0.07 0.00 -0.06 

        Agricultural -0.08 -0.02 -0.06 

            Fresh fruits and vegetables -0.12 -0.07 -0.05 

            Meat and egg 0.03 0.05 -0.01 

        Energy and government regulated 0.02 0.02 0.00 

            Energy 0.00 0.00 -0.01 

            Government regulated 0.02 0.02 0.00 
 

Source: Banorte-Ixe with data from INEGI and Banco de México.  
Note: Contributions might not add due to the number of decimals allowed in the table. Previous to year 2011, contributions might 
not add because of the change in CPI-calculation methodology. 
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Inflation during February was explained by pressures on “other goods” 

prices along with increases in “other services” prices. We highlight the 

0.51% m/m hike in “other services” prices, which was mainly explained by the 

3.28% increase in mobile services and the 0.31% expansion in the prices of 

restaurants. However, agricultural goods prices decreased 0.88% m/m derived 

from the sharp fall in the prices of tomato (-30.1% m/m), onions (-9.21% m/m), 

and zucchini (-14.75% m/m). Similarly, energy prices fell -0.03% m/m as a 

result of the 0.37% reduction in electricity rates. Finally, “goods” prices rose 

0.33% m/m derived from the 0.59% m/m hike in the component of “other 

goods”. In particular, we believe that this increase suggests a certain pass-

through effect of the depreciation of the Mexican currency to inflation. 

However, it was only visible during the first half of February.  

With these numbers, annual inflation is at 3% vs. 3.07% in January. 

Meanwhile, core inflation is at 2.4% from 2.34 in January. In this context, we 

believe that inflation will remain around 3% in the coming months. 

From our fixed income and FX strategy team 

Local rates remain pressured despite lower CPI but following concerns 

regarding Fed. The Mexican fixed-income market observed a strong sell-off 

last week (33bps on average along the yield curve) in the aftermath of a solid 

labor market report in the U.S., which has triggered strong concerns about the 

likely normalization process from the Federal Reserve starting June this year 

(Banorte-Ixe call). At today’s session the market remains cautious, extending 

last week’s losses in a magnitude of 2-3bps, despite favorable news on the 

inflation front (lower than expected CPI figure in February published this 

morning). Market has acknowledged that inflation dynamics will be favorable 

this year (Banxico likely to reach 3% target by year-end). However, fears about 

FX pass-through (MXN depreciating 4.4% this year) has deteriorated sentiment 

between investors as they start digesting this risk. In this regard, local rates have 

started pricing in a more aggressive response from Banxico this year, with 

implied rate hikes of 31bps in 2Q15, 59bps in 3Q15 and 88bps in 4Q15. In 

terms of valuation, the Mexican yield curve is turning extremely attractive, 

especially in 10- to 20-year Mbonos (Dec’24 to Nov’34). The spread of the 

curve is attractive in these tenors and spreads between the U.S. has increased 

towards attractive marks (Dec’24 vs. 10-year Treasury at 383bps actually vs. 

12-month mean at 348bps and mid-term equilibrium at 360pbs). However, we 

acknowledge that market dynamics could provide better entry levels for 

directional long positions in these securities, especially with investors bearing in 

mind a possible change in the forward guidance embedded inside Fed’s 

communiqué to be published on March 18
th
. In terms of Mexican linkers, 

valuation is extremely attractive in Udibonos, especially the mid and long ends. 

Inflation breakevens are hovering 3% in every tenor. The most attractive 

breakevens are the 10-year (2.98%) and 30-year (3.06%). Risk rewards in these 

strategies could be 60-75bps. However, an important issue to take into 

consideration is the negative carry of Mexican linkers in the 1H15. In this 

regard, we consider that in April/May the market is likely to swap long 

strategies from Mbonos to Udibonos. 
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MXN could benefit from lower inflation in the medium term. Our currency has 

appreciated 0.5% from Friday’s close, currently trading at 15.42 per dollar. 

Focusing on the potential effects for the currency, inflation has had a steep fall 

in the first two months of 2015 as it has gone from 4.2% to 3.0%yoy (in line 

with our and Banxico’s expectations), and which could benefit the peso going 

forward. In particular, short-term real interest rates have increased (3-year 

Udibono YTM from 1.2% to 1.6% year-to-date), the “purchasing power” 

component of consumer confidence picked up strongly in February, and exports 

to the US continue advancing strongly. In our view, the MXN could find 

stronger support if these trends consolidate and external volatility moderates, 

with the currency’s accumulated depreciation (especially since 4Q14) helping to 

moderate the current account deficit. Nevertheless, we warn that these 

developments should be gradual and could be a clearer driver until 2H15, with 

investors still cautious ahead of the next Fed meeting. In this context, we 

reiterate our suggestion to buy USD for trading purposes despite last week’s 

significant fall and an oversold peso according to technical indicators, a 

backdrop that could induce a moderate reversal and higher buying interest for 

the peso above 15.50 per dollar. 

 

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. 



 

 
 

GRUPO FINANCIERO BANORTE S.A.B. de C.V. 
 

 

Gabriel Casillas Olvera Chief Economist and Head of Research gabriel.casillas@banorte.com (55) 4433 - 4695 
 

Raquel Vázquez Godinez Assistant  raquel.vazquez@banorte.com (55) 1670 - 2967 

 

 

Delia María Paredes Mier Executive Director of Economic Analysis delia.paredes@banorte.com (55) 5268 - 1694 

Julieta Alvarez Espinosa Assistant julieta.alvarez@banorte.com (55) 5268 - 1613 

Alejandro Cervantes Llamas Senior Economist, Mexico alejandro.cervantes@banorte.com (55) 1670 - 2972 

Katia Celina Goya Ostos Senior Global Economist katia.goya@banorte.com (55) 1670 - 1821 

Julia Elena Baca Negrete Economist, U.S. julia.baca.negrete@banorte.com (55) 1670 - 2221 

Livia Honsel Economist, Europe livia.honsel@banorte.com (55) 1670 - 1883 

Miguel Alejandro Calvo 
Dominguez 

Economist, Regional & Sectorial miguel.calvo@banorte.com (55) 1670 - 2220 

Rey Saúl Torres Olivares Analyst saul.torres@banorte.com (55) 1670 - 2957 

Lourdes Calvo Fernández Analyst (Edition) lourdes.calvo@banorte.com (55) 1103 - 4000 x 2611 

 

 

Alejandro Padilla Santana Head Strategist – Fixed income and FX alejandro.padilla@banorte.com (55) 1103 - 4043 

Juan Carlos Alderete Macal, CFA FX Strategist juan.alderete.macal@banorte.com (55) 1103 - 4046 

Santiago Leal Singer Analyst Fixed income and FX santiago.leal@banorte.com (55) 1670 - 2144 

 

 

Manuel Jiménez Zaldivar 
Director Equity Research —
Telecommunications / Media 

manuel.jimenez@banorte.com (55) 5004 - 1275 

Victor Hugo Cortes Castro Equity Research Analyst victorh.cortes@banorte.com (55) 5004 - 1231 

Marissa Garza Ostos 
Senior Equity Research Analyst – 
Conglomerates/Financials/ Mining/ Chemistry 

marissa.garza@banorte.com (55) 5004 - 1179 

Marisol Huerta Mondragón Equity Research Analyst – Food/Beverages marisol.huerta.mondragon@banorte.com (55) 5004 - 1227 

José Itzamna Espitia Hernández 
Equity Research Analyst – Airports / Cement / 
Infrastructure / Fibras 

jose.espitia@banorte.com (55) 5004 - 1266 

Valentín III Mendoza Balderas Equity Research Analyst valentin.mendoza@banorte.com (55) 5268 - 9000 x 1267 

María de la Paz Orozco García Analyst maripaz.orozco@banorte.com (55) 5004 - 5262 

    
    
 
 
 
 

   
 Corporate Debt 

    
Tania Abdul Massih Jacobo Director Corporate Debt  tania.abdul@banorte.com (55) 5004 - 1405 

Hugo Armando Gómez Solís Analyst, Corporate Debt hugoa.gomez@banorte.com (55) 5004 - 1340 

Idalia Yanira Céspedes Jaén Analyst, Corporate Debt idalia.cespedes@banorte.com (55) 5004 - 1437 

 

    

Armando Rodal Espinosa Head of Wholesale Banking armando.rodal@banorte.com (55) 1670 - 1889 

Alejandro Eric Faesi Puente 
Managing Director – Global Markets and 
Institutional Sales 

alejandro.faesi@banorte.com (55) 5268 - 1640 

Jorge de la Vega Grajales Managing Director – Government Banking jorge.delavega@banorte.com (55) 5004 - 5121 

Luis Pietrini Sheridan Managing Director – Private Banking lpietrini@ixe.com.mx (55) 5004 - 1453 

René Gerardo Pimentel Ibarrola Managing Director – Asset Management  pimentelr@ixe.com.mx (55) 5268 - 9004 

Ricardo Velazquez Rodríguez Managing Director – International Banking rvelazquez@ixe.com.mx (55) 5268 - 9879 

Victor Antonio Roldan Ferrer   Managing Director – Transactional Banking vroldan@ixe.com.mx (55) 5004 - 1454 

 

Research and Strategy  

Economic Analysis 

Fixed income and FX Strategy 

Equity Strategy 

Wholesale Banking 

mailto:katia.goya@banorte.com
mailto:jespitia@ixe.com.mx
mailto:hgomez01@ixe.com.mx

