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Monetary Policy Program for 2019 

1. Legal and monetary foundations 

Article 51 of Banco de México’s Law sets out that, each January, the central bank 
must present to both the President and Congress its guidelines for conducting 
monetary policy each year. In compliance with such regulations, this Monetary 
Policy Program sets out the guidelines for conducting monetary policy during 2019. 

According to Mexico’s Constitution, “The Mexican State will have a central bank 
that will be autonomous in both its functions and administration. Its main objective 
will be to ensure the stability of the Mexican currency’s purchasing power, thereby 
strengthening the leading role of the State in the development of the country.” In 
line with the above mentioned, Article 2 of Banco de México’s Law states that the 
central bank’s purpose will be to provide currency to the country’s economy and 
that, in pursuing such an objective, its main goal will be to ensure the stability of the 
Mexican currency’s purchasing power. It is very important that the monetary 
authority exerts a responsible use of its power to issue fiat money and to ensure 
that the quantity of currency put into circulation and the terms and conditions under 
which access is given to such base money are consistent with the goal of 
maintaining a low and stable inflation. Also, it is essential that the public can fully 
trust that the monetary authority’s focus will be on meeting the above mentioned 
objective of ensuring purchasing power stability. Otherwise, the economy’s price 
determination process will not be consistent with the monetary authority’s objective, 
which implies significant costs for the economy and hinders the fulfillment of the 
aforementioned constitutional mandate. 

It is thus necessary to establish or define what ensuring the Mexican currency’s 
purchasing power entails. After Banco de México formally adopted in 2001 an 
inflation-targeting framework for conducting monetary policy and meeting its 
inflation targets, the central bank’s Governing Board determined that starting in 
2003 the permanent inflation target would be a 3% annual variation of Mexico’s 
Consumer Price Index (Índice Nacional de Precios al Consumidor, INPC). Similarly, 
the Governing Board defined a variability interval of plus/minus one percentage 
point around the aforementioned target.1 This range was determined considering 
that there is a broad array of factors beyond the monetary authority’s control, and 
which may affect the development of inflation in the short term. The aforementioned 
range recognizes that inflation may exhibit volatility due to fluctuations in relative 
prices, which could have a transitory impact on inflation. 

The importance of Banco de México’s constitutional mandate relies on the need to 
avoid economic and social costs associated with periods of high and volatile 
inflation, as these have negative effects on investment, economic growth, job 
creation, real wages, and income distribution. The main costs of inflation include: 

1. Inflation deteriorates the currency’s purchasing power and leads to a 
more unequal distribution of income. Inflation directly diminishes the 
purchasing power of money and can therefore be considered a tax on 

                                                   
1 For more details on the inflation target and the variability interval, see the Inflation Report April-June 2002.  
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monetary balances and flows as well as on wages. As a result, those 
households that receive a greater proportion of their income in the form 
of cash will end up paying a greater share of this tax. The sector of the 
population with the lowest income often has a more limited access to the 
financial system; therefore, this population keeps a larger proportion of 
their income as cash and consequently is more affected by inflation. 
Hence, an inflationary environment leads to greater inequality. 

2. Inflation affects the allocation of resources in the economy. In an 
environment of high and volatile inflation, households and businesses 
face a greater degree of uncertainty for decision making because of the 
greater difficulty in extracting relative value signals from the behavior of 
nominal prices. This may lead to distortions in consumption, saving and 
investment, harboring an ineffective allocation of resources and therefore 
affecting the economy’s productivity. The greater difficulty in comparing 
prices over time and among different product suppliers in an environment 
of high inflation also mitigates competition in the retail sector and reduces 
the negotiating power of consumers in relation to producers and suppliers 
of goods and services in the economy. 
 

3. Inflation has an impact on economic agents’ long-term planning. A high 
and volatile inflation hinders the evaluation of investment projects 
because it generates greater uncertainty as to the future behavior of 
prices and, consequently, of the expected cash flows associated with 
such investment projects. The above reduces the planning horizons of 
economic agents, thus affecting their investment and savings decisions. 
This may discourage the realization of projects that could have high social 
returns and also decrease the economy’s growth potential, as well as job 
creation. 

4. Inflation may enable a process of financial disintermediation. One of the 
sectors that is significantly affected by inflation is the financial sector. 
When inflation is high, the yield of savings instruments cannot offset the 
increase in prices: therefore, in order to avoid this loss of purchasing 
power, economic agents use their resources for other purposes rather 
than saving or channel them to the international financial system. This 
reduces the supply of funds that could be channeled to domestic 
productive investments. 

5. A higher inflation leads to an environment of greater uncertainty, hence 
increasing the real cost of credit in the economy. For a creditor that has 
granted a loan, a high and volatile inflation implies the risk of lower real 
returns on his/her investment. To cope with this risk, the creditor will 
increase the cost of financing to offset possible losses. Thus, one of 
inflation’s most relevant negative effects is the increase in the real cost of 
lending stemming from the higher inflationary risk the creditor is exposed 
to. This phenomenon affects lending to the private sector regardless of 
whether it is channeled to investment or consumption, it has a particularly 
significant effect on mortgage financing and also affects the cost of public 
sector’s financing. The above mentioned has an impact on the levels of 
investment, job creation, and economic growth. 
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6. An environment of high inflation affects the stability of the financial 
system. When the economy is facing an environment of high and volatile 
inflation, credit risk of both businesses and households escalates and is 
more difficult to identify. This usually leads to higher delinquency rates or 
financial distress for some intermediaries, which, depending on the size 
of said intermediaries and their interaction with the rest of the financial 
system participants, may have repercussions on the stability of the entire 
financial system.   

A review of the resulting costs of inflationary episodes leads to the conclusion that 
ensuring the stability of the Mexican currency’s purchasing power is an objective 
that contributes to an environment that incentivizes the realization of productive 
activities, fostering more favorable conditions for job creation, real wage growth, 
and greater overall welfare. An environment of low and stable inflation supports 
productivity growth, greater and sustained economic growth, as well as a more 
equal distribution of income. Therefore, the most important contribution of a central 
bank to the country’s economic development lies precisely in keeping a low and 
stable inflation.  

To the extent that a central bank conducts its monetary policy stance with the 
objective of maintaining a low and stable inflation and avoiding persistent deviations 
of inflation from its target, it contributes decisively to greater macroeconomic 
stability. Maintaining sustained low and stable inflation rates tends to dampen 
fluctuations in economic activity and employment, so that the production of goods 
and services stays close to its potential. Regarding monetary policy’s capacities 
and limitations, the international evidence shows that monetary policy has a clear 
influence on inflation in the long term but is ineffective by itself in having a long-term 
influence on real variables, such as economic growth and employment.2 If this were 
not the case, there would be no economies at a low stage of development as these 
would have solved their underdevelopment problem through expansionary 
monetary measures. 

Although price stability is necessary for the development of the economy, it is 
insufficient on its own to achieve this goal. An environment of sound and sustainable 
public finances, as well as an institutional arrangement that leads to a structure of 
incentives that fosters investment in productivity gains, physical and human capital 
accumulation, and a higher level of competitiveness in the overall economy, is also 
necessary to generate greater and sustained economic growth. 

2. Framework for the conduction of monetary policy 

Banco de México’s conducts monetary policy through an inflation-targeting 
framework which is characterized by setting price stability as its main objective, by 
announcing an explicit inflation target, by a high level of transparency and a clear 
communication strategy, and by establishing accountability mechanisms. Under 
this framework, monetary policy operates, among other channels, by influencing 
economic agents’ inflation expectations, thus becoming more effective. 

In the aforementioned process, monetary policy must be conducted continuously to 
reach and maintain a low and stable inflation and avoid persistent deviations of 
                                                   
2 See Box 5 “Monetary Policy and Economic Activity”, Quarterly Report July-September 2018 (to be released 

forthcoming in English). 
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inflation from its target. In this regard, there are clear and significant benefits when 
economic agents are confident that inflation will remain around the central bank’s 
target as the goal itself becomes a sound and reliable reference point to guide their 
savings, investment, consumption, and price determination decisions.    

When the central bank implements a monetary policy aimed at maintaining a low 
and stable inflation and it clearly communicates the evolution of inflation 
determinants and its implications for monetary policy as well as its decisions and 
plans, it contributes to strengthen the credibility in its commitment to ensure price 
stability. When a central bank enjoys credibility and economic agents are confident 
that it will adjust its monetary policy stance to face the shocks that may lead to 
sustained deviations of inflation from its target, their inflation expectations are more 
strongly anchored to such target. This promotes a greater consistency between 
economic agents inflation expectations’ effect on the price formation process and 
the central bank’s inflation target, which reduces the costs involved in reaching such 
target and therefore generates efficiency gains for the monetary authority.  

Overall, monetary policy actions -which are implemented by the setting of a target 
for the overnight interbank interest rate- have an impact on aggregate supply and 
demand and, ultimately, on inflation, through several channels that operate 
simultaneously and that together are known as the monetary transmission 
mechanism. Among the main channels of monetary transmission are: i) the interest 
rate channel; ii) the lending channel; iii) the asset price channel; iv) the exchange 
rate channel; v) the risk taking channel; and, vi) the inflation expectations channel.3 

Most of these channels operate mainly through their effects on aggregate demand, 
although some, such as the exchange rate and the inflation expectations channels, 
also have an impact on the economic agents’ price determination process, in other 
words, on aggregate supply.  

Considering that through the above mentioned channels monetary policy actions 
influence the economy with a certain lag, Banco de México makes its decisions on 
the basis of a careful and thorough assessment of the economic situation and the 
prevailing monetary and financial conditions, and of the outlook for these variables 
in the timeframe in which monetary policy operates.  

It is worth noting that, inflation forecasts play a key role in the aforementioned 
process. In this regard, it must be highlighted that, starting with the Quarterly Report 
October-November 2017 published on February 28, 2018, Banco de México began 
publishing the forecasts of inflation’s quarterly annual average variations for the 
following eight quarters. By doing so, Banco de México provides a reference for 
assessing inflation’s observed trajectory vis-à-vis its forecasts. Any possible 
deviations of inflation are analyzed and have a significant relevance for monetary 
policy’s decision-making process.  

The Quarterly Report April-June 2018 includes a description of the inflation forecast 
targeting framework.4 Summing up, this framework is defined as a mechanism by 
which the central bank determines its monetary policy stance in such a way that the 
inflation forecasts deriving from it are consistent with the fulfillment of the central 
bank’s mandate, considering the timeframe in which monetary policy operates. 

                                                   
3 For a thorough explanation of monetary policy’s main transmission channels, see the Monetary Policy 

Program 2013 (to be released forthcoming in English). 
4 See Box 5 “Inflation-Forecast Targeting Framework” included in the Quarterly Report April-June 2018. 
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Thus, when inflation’s forecasted trajectory deviates from the inflation target, the 
central bank assesses the nature, magnitude, and persistence of the shocks and 
adjusts its monetary policy stance if necessary. In this regard, such forecasts are 
an explicit reference of the effects expected from monetary policy management and 
facilitate an evaluation by the public.  

In this context, the monetary authority’s inflation forecasts can be interpreted as an 
“intermediate objective”, i.e., an objective which, rather than being an end in itself, 
serves as a guideline for monetary policy conduction to ensure that the inflation 
trajectory forecasted by the central bank is consistent with the inflation target. In 
particular, the central bank’s inflation forecast shares the same characteristics of an 
intermediate objective: i) it is strongly correlated with the future inflation and with 
the fulfillment of the inflation target; ii) monetary policy has a greater control over 
the forecast than over future inflation; and, iii) its publication makes it highly visible 
to the public and facilitates the assessment of monetary policy conduction. 

Considering the above, Banco de México’s use of inflation forecasts for determining 
its monetary policy decision under an inflation-forecast targeting framework can be 
described conceptually by the following stages: 

1. Considering the monetary policy stance as a baseline (for instance, that 
corresponding to the previous monetary decision), a new inflation forecast 
is prepared considering the latest available information.  

2. If the new inflation forecast meets the central bank criteria for the 
convergence of inflation to its target, the monetary policy stance remains 
unchanged.  

3. If the new inflation forecast does not meet the aforementioned criteria, 
then, taking into consideration the expected nature, magnitude, and 
persistence of the new shocks that are affecting both inflation and the 
economy’s business cycle conditions, the Central Bank assesses the 
specific timeframe in which inflation might reach its target, while fostering 
an orderly adjustment of the economy. Specifically, the central bank 
assesses the monetary policy stance that would be necessary to reach 
the inflation target under the new conditions. 

4. Finally, if applicable, a new inflation forecast is published explaining 
thoroughly the rationale behind the adjustment of such forecasts, the new 
date when inflation is expected to reach its target, and how the adopted 
monetary policy stance is expected to contribute to this purpose. 

The literature suggests that, in an inflation forecast targeting regime, both market 
participants and the public have more elements to monitor and assess monetary 
policy conduction which may contribute to build a greater credibility in the central 
bank’s actions and fulfillment of the inflation target and in turn lead to a stronger 
anchoring of inflation expectations. Inflation forecast targeting involves the use of 
models to both forecast inflation and analyze monetary policy’s effects on the 
economy and on inflation, in particular. While these models are useful for monetary 
policy conduction, since they are a simplified representation of the economy, they 
do not consider aspects of reality that, under certain conditions, can be relevant for 
monetary policy decisions. This is especially important in emerging economies, 
which usually face more sources of uncertainty and distortions than advanced 
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economies. In this regard, monetary policy decisions should consider a broad range 
of elements that are not always adequately described in the models used to prepare 
economic and inflation forecasts.  

Finally, it is worth highlighting that transparency in the conduction of a central bank 
is essential to generate confidence and credibility as to its actions and to be able to 
fulfill its price stability mandate. In this regard, for the purpose of advancing 
continuously in the adoption of better practices to strengthen monetary policy’s 
communication strategy, on April 30, 2018, Banco de México’s Governing Board 
announced several changes to its communication strategy: a) the Minutes on 
Monetary Policy Decisions now list the names of the voting members and, in case 
of disagreement, a justification of the dissenting vote is included; b) the  transcripts 
of the Governing Board meetings where the monetary policy decision is taken will 
be available to the public three years after the date of the corresponding meeting; 
c) the press release on the monetary policy decision (monetary policy statement) is 
to be published simultaneously in Spanish and in English on the corresponding 
dates; and, d) the speeches and presentations of the Governing Board members 
and the materials associated with such documents are to be published and made 
available to the public at Banco de México’s website two business days after the 
event at the latest. 

3. Guidelines for conducting monetary policy in 2019  

In recent years, Banco de México has conducted monetary policy in a complex 
environment, in which the Mexican economy has faced a sequence of adverse 
shocks, which since late 2014 resulted in a greater tightening of external financing. 
Among the referred shocks, those that stand out are the effects of a decline in the 
terms of trade -mainly since the second half of 2014 due to the fall in international 
oil prices- which, together with a reduction in the oil production platform -which has 
continued to decrease since that date- has led to a significant deterioration in the 
oil trade balance, which in 2015 went from a surplus to a deficit.5 The Mexican 
economy has also been significantly affected by the uncertainty about the future of 
the trade relationship with the United States and Canada, as well as by the 
normalization process of the U.S. Federal Reserve's monetary policy, and its 
repercussions on international financial markets, in particular, on emerging 
economies. In this context, the flow of external financing has decreased 
significantly, from 4.1% of GDP on average in 2013 and 2014, to 1.3% on average 
between 2015 and the third quarter of 2018.  

The adjustment of the Mexican economy to the described environment implied not 
only reducing the current account deficit in order to be consistent with the lower 
availability of external financing resources,6 but also carrying out a significant 
recomposition of the external accounts. In such recomposition, Mexico went from 
having an oil trade balance surplus and a non-oil trade balance deficit, which had 
been observed since the eighties when the opening of the trade balance in both its 
oil and non-oil components started, to registering one with opposite signs in 2017 

                                                   
5 In 2014, the oil trade balance registered a surplus of 888 million USD (md). In 2015, 2016 and 2017 it 

registered a deficit of 10,188 md, 12,741 md and 18,309 md, respectively. From January-November 2018, 
it registered a deficit of 21,341 md. 

6 The current account deficit registered 2.58% of GDP in 2015 and then fell to1.64% in 2017. In the first three 
quarters of 2018, it accounted for 1.86% of GDP. 
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and 2018. The described adjustment was complex, since reverting the behavior of 
the oil trade balance implied significantly adjusting the non-oil trade balance. In this 
regard, the economy responded through a depreciation of the real exchange rate, 
which modified the relative prices between tradable and non-tradable goods.7  

In such an environment, one of the greatest challenges for monetary policy 
conduction was to avoid affecting the price formation process and the inflation 
expectations. In this sense, ensuing an orderly adjustment of the economy was 
necessary, with a significant change in relative prices and preventing this from 
causing second-round effects on the economy’s price formation process. From a 
macroeconomic standpoint, the adjustment required measures that could offset the 
lesser external resources with greater domestic resources and also reduce the 
absorption of resources by the public sector. 

The macroeconomic policy response to the described environment consisted of 
improving public finances and tightening the monetary policy stance. In terms of 
fiscal policy, this has implied a lower absorption of financial resources by the public 
sector, freeing up resources for the private sector.8  In this regard, as part of the 
actions to strengthen public finances, in January 2017 there was a sharp increase 
in various fuel prices, which led to significant inflationary pressures in an 
environment with a significant depreciation of the real exchange rate. As for 
monetary policy, since 2015 to date, Banco de Mexico has adjusted the reference 
rate (the target for the overnight interbank interest rate) from a minimum level of 
3.0% to its current level of 8.25%. These actions have been aimed at dealing with 
inflationary pressures and with a deterioration in the balance of risks to inflation, 
while also contributing to anchor medium and long-term inflation expectations. In 
addition, they have induced an intertemporal reallocation of spending by economic 
agents, which has encouraged savings, especially in time deposits, given the higher 
opportunity cost of holding cash and other liquid instruments. All of the 
aforementioned has also played a key role in maintaining Mexico’s attractiveness 
as an investment destination among emerging economies, in both fixed income and 
equity markets. Monetary policy has therefore contributed to mitigate the effects of 
the greater restriction of external financing and to foster an orderly adjustment of 
the economy, which, during 2016-2018 is expected to have grown on average 
around 2.4%, a figure close to its potential.9  

In 2018, the Mexican economy continued to face an environment of marked 
uncertainty associated with global factors and with others more directly related to 
the domestic economy. Among the external factors were international trade 
tensions, the process of monetary policy normalization in the United States, and 
various political and geopolitical risks. As for the factors that have a more direct 
impact on the Mexican economy, the uncertainty associated with the electoral 
process and the future of Mexico's trade relationship with the United States and 

                                                   
7 Between July 2014 and January 2017 the (U.S.-Mexico) bilateral real effective exchange rate depreciated 

52%, while from July 2014 to December 2018, 35%. As a reference, during the international financial crisis, 
the real exchange rate depreciated 36% between August 2008 and March 2009, while during the financial 
crisis of the mid-90s, 83% between February 1994 and March 1995.   

8 In particular, between 2014 and 2016 financing to the public sector accounted for 3.9% of GDP on average, 
while between 2017 and the third quarter of 2018, it represented 1.9% of GDP. Financing to the private 
sector went from averaging 2.9% of GDP between 2014 and 2016 to 3.4% of GDP in 2017 and the third 
quarter of 2018. 

9 See Box 1 “Economic Growth and Productivity”, Quarterly Report July-September 2018 (to be released 
forthcoming in English). 
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Canada stood out. However, this last source of uncertainty diminished during the 
second half of the year, as a result of the announcement of a new trade agreement 
in North America. 

During most of the last quarter of 2018, domestic financial markets exhibited high 
volatility, especially associated with domestic uncertainty factors, which led to a 
depreciation of the exchange rate and to an increase in long-term interest rates and 
in risk premia in general. Also, a couple of rating agencies revised the rating outlook 
for sovereign debt from stable to negative. Among the factors leading to an 
adjustment in markets, the announcement of the new administration’s intention to 
cancel the New Mexico City International Airport Project and the uncertainty 
associated with some legislative initiatives and the future of Pemex stand out. In 
this regard, toward the end of the year and the beginning of 2019, the performance 
of domestic markets, including the foreign exchange market, improved. The latter, 
once the Economic Package for 2019, which considers a prudent macroeconomic 
scenario for the Mexican economy, was submitted to Congress. Other recent 
external events have contributed significantly to such an improvement, such as the 
gradual consolidation of expectations of less increases in the Federal Reserve’s 
reference rate, which has led to a recent depreciation of the US dollar against a 
broad basket of currencies, and the lesser pressures on financing conditions in 
emerging economies.  

In terms of economic activity in Mexico, throughout the entire 2018, the economy is 
expected to have grown at a rate similar to that of 2017, although it showed 
heterogeneous developments throughout the year and some deceleration toward 
the end of 2018.10 In particular, after having grown during the third quarter of the 
year, the economy is expected to have decelerated during the fourth quarter. In this 
context, the economy’s slack conditions are estimated to have eased throughout 
2018, exhibiting levels relatively less tight than those observed at the beginning of 
the year. 

As for headline inflation, after having registered 6.77% at the end of 2017, its 
highest level since May 2001, it fell during the first five months of 2018. However, 
as of June, headline inflation was affected by increases in the non-core inflation 
component, associated mainly to higher-than-expected increments in energy 
prices. As a result, non-core inflation remained at high levels for a lengthy period. 
Likewise, core inflation, which had been following a downward trend as anticipated, 
was also affected by the referred shocks to relative prices, through their indirect 
effects on the costs of various products and services. This, together with other 
factors, such as the behavior of the exchange rate, the absence of slackness in the 
economy and the evolution of real wages, contributed to core inflation’s clear 
resistance to decrease. 

In light of the development of inflation and its determinants, Banco de México 
adjusted its monetary policy stance. During 2018, the reference rate was adjusted 
from 7.25% to 8.25% in response to the magnitude of the shocks that affected 
inflation throughout the year and to the deterioration in the balance of risks to 
inflation, which led to considerable deviations of inflation from its expected rate of 
convergence. Indeed, at the end of 2017 Banco de México’s forecasts indicated 
that annual headline inflation would reach the permanent target of 3% in the last 
                                                   
10 As mentioned in the Quarterly Report July-September 2018, GDP is expected to have grown overall 

between 2.0% and 2.4%. 
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quarter of 2018. Also, that it would remain around that level during 2019 and that 
core inflation would also remain at that level in the fourth quarter of this last year. 
However, given the magnitude of the shocks described above, annual headline 
inflation deviated considerably from its expected trajectory, reaching 4.8% during 
the fourth quarter of 2018. It is in this context that Banco de México adjusted 
gradually its reference rate, in order to maintain medium and long-term inflation 
expectations anchored and ensue the convergence of inflation to its target within 
the time frame in which monetary policy operates. Thereon, according to the 
forecasts published by Banco de México in its last Quarterly Report, and 
considering the monetary policy actions adopted, headline inflation is expected to 
lie at 3.4% and core inflation at 3.1% in the fourth quarter of 2019. It is important to 
highlight that since core inflation reflects more clearly the inflationary pressures 
associated with the development of the economic cycle, it serves as a good 
reference for monetary policy conduction. Finally, headline inflation is expected to 
lie around the 3% target in the first half of 2020. 

The Mexican economy is expected to continue facing a complex scenario in 2019. 
At the international level, forecasts for global economic growth have been revised 
downwards and risks of an escalation of trade disputes and lower risk appetite in 
global financial markets are anticipated to persist. Political and geopolitical risks are 
expected to continue as well. As for risks associated more directly with the domestic 
economy, of particular relevance is that although the trade agreement with the 
United States and Canada has diminished one of the risk factors its ratification is 
still pending. In addition to the above, domestic uncertainty factors prevail regarding 
the effectiveness of public policies to boost investment, raise productivity and 
promote greater economic growth. 

Given the complexity of the current environment, the aforementioned forecasts for 
inflation are subject to significant risks. Among those that fall within the forecast 
horizon, the following stand out: a) that the peso exchange rate comes under 
pressure by external or domestic factors; b) that pressures on prices of agricultural 
products persist or that energy prices rise again; c) that an escalation of 
protectionist and compensatory measures takes place at the global level; d) that 
public finances weaken; and e) that minimum wage increases, apart from their 
possible direct impact, entail salary revisions that exceed productivity gains and 
generate cost pressures, thus leading to possible price pressures and affecting 
formal employment. In addition to the above, given the observed shocks and the 
levels that inflation has reached, there is the risk that, in the presence of further 
shocks that could put pressure on inflation, second-round effects on the price 
formation process could occur. In this context, as stated in Banco de México’s last 
monetary policy statement of 2018, the balance of risks with respect to the expected 
trajectory for inflation continues biased upwards, in an environment of marked 
uncertainty. 

To guide its monetary policy actions, Banco de México’s Governing Board closely 
monitors the evolution of inflation with respect to its expected trajectory, considering 
the monetary policy stance adopted and the time frame in which monetary policy 
operates, as well as information available on the determinants of inflation and on its 
medium- and long-term expectations, including the balance of risks for such 
determinants. In turn, monetary policy must respond prudently if, for various 
reasons, the uncertainty faced by the economy rises considerably. Considering the 
challenges to consolidate a low and stable inflation, as well as the risks to which 
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the economy’s price formation process is subject, the Governing Board will conduct 
its monetary policy stance in such a way that the reference rate lies at levels 
consistent with the convergence of headline inflation to the central bank’s target in 
the time frame in which monetary policy operates. 

It is worth noting that the current environment involves significant medium- and 
long-term risks that could affect the country's macroeconomic conditions, its growth 
capacity and the economy’s price formation process. In this regard, it is particularly 
important that, in addition to following a prudent and robust monetary policy, 
measures to foster an environment of confidence and certainty for investment and 
higher productivity are adopted, public finances are consolidated sustainably, and 
both transparency and accountability are strengthened.  
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