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Latam | Little evidence to suggest FX pass-through in
Mexico
Cecilia Posadas / Enestor Dos Santos / Jorge Redondo / Jorge Selaive Carrasco / Juana Téllez Corredor / Carlos Serrano
Herrera / Hugo Perea Flores
  
February inflation was in line with expectations and reached the midpoint of the central bank’s target range.
There was even little evidence of pass-through to prices, probably due to weak domestic demand.

Mexico – Still little evidence to suggest that higher import costs (due to
a weaker peso) have been passed on to consumer prices
Headline inflation increased 0.19% MoM in February, broadly in line with expectations (BBVAe: 0.20%,
consensus: 0.21%). In annual terms, headline inflation edged down to 3.00% from 3.07% in January
(BBVAe: 3.01%, consensus: 3.02%), reaching Banxico’s 3.0% target for the first time since May 2006. Core
inflation was 0.34% MoM, surprising slightly to the downside (BBVAe: 0.37%, consensus: 0.37%). In annual
terms, core inflation edged up slightly to 2.40% from 2.34% in January. Today’s print supports our view that
annual inflation is likely to remain close to Banxico’s target (3.0%) throughout 2015, before declining to 2.9%
by year-end. Although continued peso weakness increases pass-through risks, up to now, the weaker peso
has not created a build-up of inflationary pressures. Even though it is likely that some of the increase in
import costs will be passed on to consumers in the coming months, the pass-through should remain
contained in a context of weak domestic demand.

What to watch today
Chile – Economic expectations survey (March, 6:30hrs NYT)
We believe the results of the survey should point to an increase of around 1.5% YoY in the economic activity
index (Imacec) in February, with headline inflation estimates around 0.7% MoM for March. Finally, we expect
estimates of a pause in the monetary policy rate at next week’s meeting.

Calendar indicators
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Most recent Latam reports
Date Description
03.09.2015 Mexico:Still little evidence of pass-through
03.06.2015 Chile:Once again CPI inflation above expectations in February
03.06.2015 Colombia:Monthly inflation in February stood at 1.15%, taking the annual print up

to 4.36%.
03.05.2015 Chile: Imacec at 2.7% YoY support additional upwards revision in GDP growth

expectations of market consensus
03.05.2015 Mexico:Remittances fell in January (-0.7% YoY) after 17 consecutive months of

growth
03.05.2015 Brazil Flash: Another 50bp adjustment of the SELIC rate
02.27.2015 Mexico Weekly:All eyes on consumer and producer confidence as indicators of

economic performance in the first quarter
02.23.2015 Mexico Weekly Flash:The quarterly GDP growth in the fourth quarter of 2014

was 0.7% (In Spanish)
02.16.2015 Peru Flash:There was no economic recovery at the end of last year...
02.12.2015 Peru Flash: Key rate on hold in February, with no major news in the communiqué

that accompanied the decision
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https://www.bbvaresearch.com/en/publicaciones/mexico-still-little-evidence-of-pass-through/
https://www.bbvaresearch.com/en/publicaciones/chile-once-again-cpi-inflation-above-expectations-in-february/
https://www.bbvaresearch.com/en/publicaciones/monthly-inflation-in-february-stood-at-1-15-taking-the-annual-print-up-to-4-36/
https://www.bbvaresearch.com/en/publicaciones/monthly-inflation-in-february-stood-at-1-15-taking-the-annual-print-up-to-4-36/
https://www.bbvaresearch.com/en/publicaciones/chile-imacec-at-2-7-yoy-support-additional-upwards-revision-in-gdp-growth-expectations-of-market-consensus/
https://www.bbvaresearch.com/en/publicaciones/chile-imacec-at-2-7-yoy-support-additional-upwards-revision-in-gdp-growth-expectations-of-market-consensus/
https://www.bbvaresearch.com/en/publicaciones/mexico-remittances-fell-in-january-0-7-yoy-after-17-consecutive-months-of-growth/
https://www.bbvaresearch.com/en/publicaciones/mexico-remittances-fell-in-january-0-7-yoy-after-17-consecutive-months-of-growth/
https://www.bbvaresearch.com/en/publicaciones/another-50bp-adjustment-of-the-selic-rate/
https://www.bbvaresearch.com/en/publicaciones/mexico-all-eyes-on-consumer-and-producer-confidence-as-indicators-of-economic-performance-in-the-first-quarter/
https://www.bbvaresearch.com/en/publicaciones/mexico-all-eyes-on-consumer-and-producer-confidence-as-indicators-of-economic-performance-in-the-first-quarter/
https://www.bbvaresearch.com/publicaciones/el-crecimiento-trimestral-del-pib-en-el-cuarto-trimestre-de-2014-fue-de-0-7-lo-que-resulta-en-un-crecimiento-anual-de-2-1-en-2014/
https://www.bbvaresearch.com/publicaciones/el-crecimiento-trimestral-del-pib-en-el-cuarto-trimestre-de-2014-fue-de-0-7-lo-que-resulta-en-un-crecimiento-anual-de-2-1-en-2014/
https://www.bbvaresearch.com/en/publicaciones/peru-there-was-no-economic-recovery-at-the-end-of-last-year-and-the-beginning-of-2015-looks-pretty-much-the-same/
https://www.bbvaresearch.com/en/publicaciones/peru-key-rate-on-hold-in-february-with-no-major-news-in-the-communique-that-accompanied-the-decision/
https://www.bbvaresearch.com/en/publicaciones/peru-key-rate-on-hold-in-february-with-no-major-news-in-the-communique-that-accompanied-the-decision/
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This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,

regarding its accuracy, integrity or correctness.
Estimations this document may contain have been undertaken according to generally accepted methodologies and should be

considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic context or

market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of

any kind.
In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under
no circumstances should they base their investment decisions in the information contained in this document. Those persons or entities
offering investment products to these potential investors are legally required to provide the information needed for them to take an

appropriate investment decision.
The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.
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