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Banxico: rate cut decision passed by simple majority. FED in
the spotlight.

« The most recent rate cut decision, approved by the majority of board members, was based
on the following arguments: 1) the fast and deep slowdown of domestic activity; 2) the
expectation of a protracted economic slack that will prevent inflationary pressures; and 3)
the inflation reduction.

« On the other hand, the members in favor of keeping the rate unchanged based their
decision on the following reasons: 1) the possible risk episodes and their consequences on
the financial stability that could stem from a FED tapering; and 2) a perception of inflation
complacency from the markets given that the inflation target of 3% has not been met.

« It is worth noting that one of the members that voted for keeping the rate unchanged,
agreed that there were arguments to justify a rate cut. However he pointed out that before
voting in favor of a rate cut he preferred to await the FED decision and its consequences on
the financial markets. Given that the FED did not taper, the possibility that this member
maintains a dovish stance increases.

« Based on the minute of the last monetary policy meeting, the weaker than expected figures
of domestic demand, and the recent exchange rate appreciation, we maintain our call of a
25 basis points rate cut in October.
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Aviso Legal

Este documento ha sido preparado por el Serviscio de Estudios Econdémicos del Banco Bilbao Vizcaya Argentaria (BBVA) y del BBVA Bancomer S. A., Institucién de Banca Multiple, Grupo
Financiero BBVA Bancomer en su propio nombre y se facilita exclusivamente a efectos informativos. La informacién, opiniones, estimaciones y previsiones contenidas en este documento hacen
referencia a su fecha especifica y estan sujetos a cambios que pueden producirse sin previo aviso en funcién de las fluctuaciones del mercado. La informacién, opiniones, estimaciones y
previsiones contenidas en este documento estan basadas en la informacion disponible al publico obtenida a partir de fuentes consideradas fiables. No obstante, dichas informaciones no han sido
objeto de verificacion independiente por BBVA Bancomer, por lo que no se ofrece ninguna garantia, expresa ni implicita, en cuanto a su precision, integridad o correccién. Este documento no
constituye una oferta de venta ni una incitacion a adquirir o disponer de interés alguno en valores.



