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Banxico Flash

Fondeo rate unchanged at 3.5%; tone aimed at anchoring
inflation expectations

« Banxico stresses the impairment of the inflation balance of risks as the possibility of second
round effects stemming from recent price increases and exchange rate depreciation
episodes cannot be dismissed.

« As expected, Banxico underlines the transitory nature of the recent inflation hike and
anticipates that it will not affect the price formation process. However its inflation
perspectives for 2014 and 2015 show an increase with respect to the previous statement.

o This is the first time since April 2012 that the statement underlines an improvement in the
balance of risks of economic activity. In addition, even though the reference to the
economic slack remains, it is not regarded as “considerable” and is not expected to last for
a long period as was the case in previous statements.

« Regarding world economic activity, Banxico considers that downside risks prevail but that
economic growth perspectives improve.

« Bottom line: in face of the recent inflation hike, Banxico’s tone has turned slightly hawkish in
an attempt to anchor inflation expectations. This, along with the possibility of pass-through
to other prices will be the main sources of concern for Banxico in the coming months. BBVA
Research maintains its call of a protracted monetary pause as the recent inflation hike is
expected to be transitory and the economic slack continues.
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* BBVA Research interpretation based on the tone and wording of the Policy Statement
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Disclaimer

This document was prepared by Banco Bilbao Vizcaya Argentaria’'s (BBVA) BBVA Research and BBVA Bancomer S. A., Instituciéon de Banca Multiple, 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.
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