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1H-May inflation – Above expectations, we 

adjust our year-end forecast to 5.5%  
 

▪ Headline inflation (1H-May): -0.01% 2w/2w; Banorte: 0.00%; 
consensus: -0.15% (range: -0.22% to 0.00%); previous: 0.25% 
 

▪ Core inflation (1H-May): 0.33% 2w/2w; Banorte: 0.24%; consensus: 
0.16% (range: 0.10% to 0.24%); previous: 0.17% 
 

▪ As in April, the figure was benefited by the final round of subsidies to 
electricity tariffs, which fell 21.3% (contribution: -38bps). However, 
other components compensated for this, highlighting pressures in 
agricultural goods (1.2%). The core also showed relevant adjustments, 
including processed foods (0.4%) and other goods (0.4%), besides an 
additional pick-up in tourism-related services 

 

▪ Annual inflation fell to 5.80% from 6.08% in April. The core stood at 
4.22% from 4.13%. Given persistent upward surprises and supply chain 
issues which will take a while to resolve, among other factors, we revise 
our year-end estimate to 5.5% from 4.7% previously  
 

▪ We will be looking into comments on inflation from Banxico’s Board in 
the minutes, to be published on Thursday. We reiterate our call of two 
25bps hikes to the reference rate in the final meetings of the year 
 

▪ Elevated breakevens depict an expensive valuation for Udibonos 

Inflation at -0.01% 2w/2w, once again surprising to the upside. The print was 
considerably above consensus at -0.15% but virtually in line to our 0.00%. The 
core stood at 0.33% (Banorte: 0.24%). Similar to April, the figure was benefited 
by the final round of subsidies to electricity tariffs, falling 21.3%. However, other 
components compensated for this. We highlight the rise in fruits and vegetables 
(1.7%) and meat and egg (0.8%), with the remainder of energy more stable. In 
our view, the former could still be affected by the harsh drought in several regions 
of the country. At the core, within goods (0.4%) we noted processed foods (0.4%). 
However, ‘others’ rose 0.4%, which in turn could be influenced by adjustments 
before the Hot Sale discounts. Services remain relatively lower at 0.2%. In this 
category, we noted renewed increases in airfares and tourism services, possibly 
on improving demand.  

1H-May inflation by components 
%, bi-weekly incidence 

  INEGI Banorte Difference 

Total -0.01 0.00 -0.01 
    Core 0.25 0.18 0.06 
        Goods 0.17 0.12 0.05 
            Processed foods 0.09 0.07 0.03 
            Other goods 0.07 0.06 0.02 
        Services 0.08 0.06 0.02 
            Housing 0.02 0.01 0.00 
            Education 0.00 0.00 0.00 
            Other services 0.06 0.05 0.02 
    Non-core 0.02 0.01 0.01 
        Agriculture 0.01 0.00 0.00 
            Fruits & vegetables 0.04 0.04 0.00 
            Meat & egg -0.25 -0.18 -0.07 
        Energy & government tariffs 0.13 0.14 -0.01 
            Energy 0.08 0.10 -0.02 
            Government tariffs 0.05 0.04 0.01 

 

Source: INEGI, Banorte.  
Note: Contributions might not add due to the number of decimals allowed in the table.  
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1H-May inflation: Goods and services with the largest contributions 
% 2w/2w; bi-weekly incidence in basis points 

Goods and services with the largest positive contribution Incidence % 2w/2w 

Tomatoes 7.4 15.7 
Corn tortillas 2.8 1.5 
Chicken 2.4 1.4 
Pork meat 2.3 3.6 
Air fares 1.8 9.2 

Goods and services with the largest negative contribution   

Electricity tariffs -38.2 -21.3 
Lemons -2.2 -13.5 
Eggs -1.9 -2.0 
LP gas -1.6 -0.7 
Melons -1.1 -14.9 

 

Source: INEGI| 

Annual inflation falls on a less challenging base effect but remains above 
Banxico’s target. This measure fell to 5.80% from 6.08% on average during 
April. This is in large part due to a less challenging base effect, with inflation in 
the same period last year standing at 2.83% from 2.15% on average in April 2020, 
the latter being a low since December 2015. A similar trend will prevail until late 
August / early September, where we expect inflation to decline to a level close to 
4.9%. Meanwhile, the core remained relatively more stable, albeit still pressured 
at 4.22% from 4.13% in the same period. Lastly, the non-core fell due to the base 
effect to 10.8% from 12.3%. 

We revise our year-end inflation estimate higher, to 5.5% from 4.7% y/y. 
First, we highlight that higher annual inflation since early in the year –including 
the modest decline in this report– is not only due to distortions from base effects. 
Specifically, accumulated price pressures so far have been the strongest since 
2017 (see chart below, left). We should remember that energy prices were 
liberalized in January of said year, with low- and high-grade gasolines up 16.8% 
and 21.7% m/m, respectively. Given the latter, we also saw passthrough to other 
goods and services. In our view, current dynamics are driven by a series of supply 
and demand factors, that despite being considered as temporary, will probably 
result in even higher-than-expected pressures in coming months. Among them, 
we highlight several issues that have impacted global supply chains and led to 
other restrictions, resulting in both raw materials and final goods’ prices going 
up. Globally, we identify at least three drivers, which themselves are interrelated: 
(1) Higher transportation costs, resulting in bottlenecks for global trade; (2) 
shortages of some key goods in the production process, such as semiconductors, 
aluminum, plastics and lumber, among many others; and (3) relevant droughts in 
several countries (e.g. Brazil, Argentina and even Mexico), impacting the 
production of agricultural goods and other commodities. These problems have 
occurred in an environment of expectations of a strong global recovery supported 
by the progress in vaccination campaigns along vigorous stimulus in several 
countries, mainly developed ones. The view of higher aggregate demand growth 
keeps triggering relative price adjustments, although has also resulted in 
additional price pressures on top of those stemming from supply. This has been 
clearer in goods, including oil and several commodities. Given the latter, we once 
again adjust our year-end inflation call to 5.5% from 4.7% (chart below, right). It 
is important to note that this revision also includes the view of higher pressures 
at the core, with our forecast at 4.2% from 3.7% previously, reflecting some 
passthrough effects from higher businesses’ costs to consumers. 
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Accumulated inflation 
%-to-date up to the indicated period 

2021 inflation forecast 
% y/y, contribution in bps 

  

Source: INEGI Source: Banorte 

Given a more complex inflation backdrop, we still expect reference rate hikes 
this year. In this context, our forecasted path for inflation is higher than the one 
anticipated by the central bank in its latest Quarterly Report (QR), with the 
inflation ‘hump’ still present, albeit with a much more limited decline than 
expected just a couple of months ago (see chart below). Although Banxico has 
already said they will make upward revisions to inflation forecasts, it will be very 
relevant to see their magnitude in the next QR, to be published on July 2nd. Despite 
of this, they still estimate convergence to the target in 2Q22. In the short-term we 
will be looking at the comments on inflation from Board members in the 
upcoming minutes, to be released on Thursday. Given the latter, we maintain our 
call of two 25bps hikes in the reference rate this year, taking place in November 
11th and December 16th, taking it to 4.50% by the end of 2021.  

Inflation trajectory 
% y/y, bi-weekly frequency 

 

Source: INEGI, Banorte 

From our fixed income and FX strategy team 

Elevated breakevens depict an expensive valuation for Udibonos. The 
market’s implied inflation is likely to extend its recent pick-up in the shortest-
term tenors, although the high levels these figures already print (3-year breakeven 
at 4.32%, close to 2017 highs) suggest an expensive valuation for real-rate 
securities. Meanwhile, this inflation readings will continue to support the market 
expectation of a more hawkish stance from Banxico by the end of the year, 
currently pricing-in implied hikes for +61bps for the 4Q21. In terms of strategy, 
and acknowledging possible pressures to nominal rates in today’s session, we 
hold our tactical short-term recommendation of long positions in the Mbono 
Mar'26.  
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benefit and to avoid conflicts of interest. Analysts shall refrain from investing and holding transactions with securities or derivative instruments 
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Over the course of the last twelve months, Grupo Financiero Banorte S.A.B. C.V., has not obtained compensation for services rendered by the investment 
bank or by any of its other business areas of the following companies or their subsidiaries, some of which could be analyzed within this report. 

Activities of the business areas during the next three months. 

Casa de Bolsa Banorte, Grupo Financiero Banorte or its subsidiaries expect to receive or intend to obtain revenue from the services provided by investment 
banking or any other of its business areas, by issuers or their subsidiaries, some of which could be analyzed in this report. 

Securities holdings and other disclosures. 
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Guide for investment recommendations. 
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BUY When the share expected performance is greater than the MEXBOL estimated performance. 
HOLD When the share expected performance is similar to the MEXBOL estimated performance. 
SELL When the share expected performance is lower than the MEXBOL estimated performance. 
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The information contained hereby has been obtained from sources that we consider to be reliable, but we make no representation as to its accuracy or 
completeness. The information, estimations and recommendations included in this document are valid as of the issue date, but are subject to modifications 
and changes without prior notice; Grupo Financiero Banorte S.A.B. of C.V. does not commit to communicate the changes and also to keep the content of this 
document updated. Grupo Financiero Banorte S.A.B. of C.V. takes no responsibility for any loss arising from the use of this report or its content. This document 
may not be photocopied, quoted, disclosed, used, or reproduced in whole or in part without prior written authorization from Grupo Financiero Banorte S.A.B. 
of C.V. 



  

 
 

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

 

Research and Strategy 

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

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

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

Economic Research and Financial Market Strategy 

Alejandro Padilla Santana 
Executive Director of Economic Research and Financial 
Markets Strategy 

alejandro.padilla@banorte.com (55) 1103 - 4043 

Itzel Martínez Rojas Analyst itzel.martinez.rojas@banorte.com (55) 1670 - 2251 
    

Economic Research 

Juan Carlos Alderete Macal, CFA Director of Economic Research juan.alderete.macal@banorte.com (55) 1103 - 4046 

Francisco José Flores Serrano Senior Economist, Mexico  francisco.flores.serrano@banorte.com (55) 1670 - 2957 

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

Luis Leopoldo López Salinas Economist, Global luis.lopez.salinas@banorte.com (55) 1103 - 4000 x 2707 
    

Market Strategy 
Manuel Jiménez Zaldívar Director of Market Strategy manuel.jimenez@banorte.com (55) 5268 - 1671 
    

Fixed income and FX Strategy 

Santiago Leal Singer Senior Strategist, Fixed Income and FX  santiago.leal@banorte.com (55) 1670 - 2144 

Leslie Thalía Orozco Vélez Strategist, Fixed Income and FX leslie.orozco.velez@banorte.com (55) 5268 - 1698 
    

Equity Strategy 

Marissa Garza Ostos Director of Equity Strategy marissa.garza@banorte.com (55) 1670 - 1719 

José Itzamna Espitia Hernández Senior Strategist, Equity jose.espitia@banorte.com (55) 1670 - 2249 

Víctor Hugo Cortes Castro Senior Strategist, Technical  victorh.cortes@banorte.com (55) 1670 - 1800 

Eridani Ruibal Ortega Analyst eridani.ruibal.ortega@banorte.com (55) 1103 - 4000 x 2755 

Juan Barbier Arizmendi, CFA Analyst juan.barbier@banorte.com (55) 1670 - 1746  
    

Corporate Debt 

Hugo Armando Gómez Solís Senior Analyst, Corporate Debt hugoa.gomez@banorte.com (55) 1670 - 2247 

Gerardo Daniel Valle Trujillo Analyst, Corporate Debt gerardo.valle.trujillo@banorte.com (55) 1670 - 2248 
    

Economic Studies 

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

Miguel Alejandro Calvo Domínguez Senior Analyst, Economic Studies miguel.calvo@banorte.com (55) 1670 - 2220 
    

Wholesale Banking 

Armando Rodal Espinosa Head of Wholesale Banking armando.rodal@banorte.com (81) 8319 - 6895 

Alejandro Aguilar Ceballos Head of Asset Management alejandro.aguilar.ceballos@banorte.com (55) 5268 - 9996 

Alejandro Eric Faesi Puente Head of Global Markets and Institutional Sales alejandro.faesi@banorte.com (55) 5268 - 1640 

Alejandro Frigolet Vázquez Vela Head of Sólida Banorte alejandro.frigolet.vazquezvela@banorte.com (55) 5268 - 1656   

Arturo Monroy Ballesteros Head of Investment Banking and Structured Finance arturo.monroy.ballesteros@banorte.com (55) 5004 - 1002 

Carlos Alberto Arciniega Navarro Head of Treasury Services  carlos.arciniega@banorte.com (81) 1103 - 4091 

Gerardo Zamora Nanez Head of Transactional Banking, Leasing and Factoring gerardo.zamora@banorte.com (81) 8318 - 5071 

Jorge de la Vega Grajales Head of Government Banking jorge.delavega@banorte.com (55) 5004 - 5121 

Luis Pietrini Sheridan Head of Private Banking luis.pietrini@banorte.com (55) 5004 - 1453 

Lizza Velarde Torres Executive Director of Wholesale Banking  lizza.velarde@banorte.com (55) 4433 - 4676 

Osvaldo Brondo Menchaca Head of Specialized Banking Services  osvaldo.brondo@banorte.com (55) 5004 - 1423 

Raúl Alejandro Arauzo Romero Head of Transactional Banking alejandro.arauzo@banorte.com (55) 5261 - 4910 

René Gerardo Pimentel Ibarrola Head of Corporate Banking pimentelr@banorte.com (55) 5268 - 9004 

Ricardo Velázquez Rodríguez Head of International Banking rvelazquez@banorte.com (55) 5004 - 5279 

Víctor Antonio Roldan Ferrer   Head of Commercial Banking victor.roldan.ferrer@banorte.com (55) 5004 - 1454 

 
 

 

 

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

