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 Fine-tuning the cycle’s end: cut in May and go away 

 
2026 GDP growth revised down 

We lowered our 2026 GDP growth forecast to 1.1% 
YoY (from 1.5%), reflecting a weaker-than-expected 
start to the year, despite a favorable base effect. With 
activity down 0.3% YoY in January–February and 
a -0.4% carry-over for 2026, we now expect a 0.7% 
QoQ SA contraction in 1Q26. While near-term 
momentum remains soft, our forecast pencils in a 
gradual recovery of economic activity in 2H26, 
supported by improving domestic demand and a modest 
boost from the 2026 FIFA World Cup. 

Against this backdrop, the administration presented a bill 
to promote strategic infrastructure investment, amending 
the Fiscal Responsibility Law. The bill increases 
flexibility through greater state involvement, risk-sharing, 
and the use of off-budget financial vehicles, which could 
support state-sponsored investment over time. However, 
recent changes that exclude social and infrastructure 
spending -roughly one-third of primary expenditure- from 
structural expenditure metrics raise medium-term 
uncertainty around debt sustainability, likely to be 
reflected in sovereign spreads, credit ratings, and 
investor confidence. 

Core dynamics remain favorable  

Headline inflation in the first half of April printed slightly 
above its historical average, largely driven by non-core 

components. Core inflation continued to improve at the 
margin, reinforcing the view that underlying price 
pressures are easing and that recent shocks do not yet 
exhibit major effects. Within the core basket, services 
inflation is decelerating gradually, while goods prices 
remain contained. This reinforces the narrative of 
continued disinflation in underlying prices—a key 
condition for further policy easing. 

A May cut in play 

Domestic demand projected to improve 

 

Source: INEGI, Itaú. 
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 We lowered our 2026 GDP growth forecast to 1.1% YoY, from 1.5%, reflecting a weaker-than-expected start to 

the year, despite a favorable base effect. Our forecast pencils in a gradual recovery in the second semester, 

otherwise growth might be even lower. 

 

 Banxico is expected to deliver one final 25bp cut to 6.5%. Stable FX, easing core inflation, and weak activity 

keep a May cut in play— framed and presented as the terminal move. 

 

 We revised our year-end USD/MXN forecasts to 18.4 for 2026 and 18.9 for 2027, with risks now more 

balanced and episodes of volatility likely to be sharp but temporary. 

 

 Net public debt is projected to rise to 55.2% of GDP in 2026 and 56.0% in 2027. Execution risks to 

consolidation remain key. 
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We continue to expect a terminal rate of 6.5% in 
2026, consistent with Banxico’s guidance, parking 
the policy rate at the center of the neutral range 
through 2027. Stable FX conditions, easing core 
inflation, and    weak activity keep a May cut in play, 
particularly if framed clearly as the terminal move in the 
easing cycle. 

Core services inflation improves at the margin 

 

Source: INEGI, Itaú. 

FX volatility reflects noise not fundamentals  

We revised our year-end USD/MXN forecasts to 18.4 
for 2026 and 18.9 for 2027, with risks now more 
balanced and episodes of volatility likely to be sharp 
but temporary. 

The peso has shown greater resilience than expected, 
helped by a weaker global dollar and contained risk 
premiums. However, FX momentum has faded, and 
valuation support is more limited than earlier in the 
cycle.  

Rising public debt after years of declines  

 

Source: MoF, Itaú 

Debt rising, risks remain 

On the fiscal front, monthly balances have improved 
relative to 2025, but challenges remain. Real revenues 
declined in February, reflecting peso strength and VAT 
base effects. Under the preliminary 2027 budget 
framework, the fiscal deficit narrows in 2026, although 
public debt stabilization becomes more gradual. 

We now expect net public debt to reach 55.2% of 
GDP in 2026 and 56.0% in 2027. The slower 
stabilization of debt dynamics reflects higher interest 
costs and slower growth. Execution risks around 
consolidation remain a key theme going forward, and 
the new fiscal framework does not assuage concerns. 

Andrés Pérez M. 
Julia Passabom 
Mariana Ramirez
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Relevant Information 

1. This report has been prepared and released by the Macro Research Department of Itaú Unibanco S.A. (“Itaú Unibanco”). This report is not a product of the Equity 
Research Department of Itaú Unibanco or Itaú Corretora de Valores S.A. and shall not be construed as a research report (“relatório de análise”) for the purposes of 
Article 1 of the CVM Instruction NR. 20, dated 2021. 

2. The exclusive purpose of this report is to provide macroeconomics information and it does not constitute and shall not be construed as an offer to buy or sell or a 
solicitation of an offer to buy or sell any financial product, or to participate in any particular trading strategy in any jurisdiction. The information herein is believed to be 
reliable as of the date on which this report was released and it has been obtained from public sources believed to be reliable. However, Itaú Unibanco does not make 
any explicit or implied representation or warranty as to the completeness, reliability or accuracy of such information, nor does this report intend to be a complete 
statement or summary of the markets or developments referred to herein. Itaú Unibanco has no obligation whatsoever to update, modify or amend this report and 
inform the reader accordingly. 

3. The opinions contained herein reflect exclusively the personal views of the analyst responsible for this report and were prepared independently and autonomously, 
including in relation to  Itaú Unibanco, Itaú Corretora de Valores S.A. and any other companies within their economic group. 

4. This report may not be reproduced or redistributed to any other person, in whole or in part, for any purpose, without the prior written consent of Itaú Unibanco. 
Additional information on the financial products mentioned in this report may be available upon request. Itaú Unibanco and/or any other company within its economic 
group is not and shall not be liable for any investment decisions (or otherwise) based on the information provided herein. 

5. This report may include sections generated with the support of artificial intelligence tools. All content has been reviewed and validated by the authors to ensure the 
accuracy and integrity of the information presented. 

Additional Note: This material does not take into consideration the objectives, financial situation or specific needs of any particular client. Clients must obtain financial, 
tax, legal, accounting, economic, credit and market advice on an individual basis, based on their personal characteristics and objectives, prior to making any decision 
based on the information contained herein. By accessing the material, you represent and confirm that you understand the risks related to the financial instruments 
described in this material and the laws in your jurisdiction relating to the provision and sale of financial service products. You acknowledge that this material contains 
proprietary information and you agree to keep this information confidential for your exclusive use. 
SAC Itaú: For inquiries, suggestions, complaints, criticisms and compliments, talk to Itaú’s CSCC: 0800 728 0728. Or contact us through our portal 
https://www.itau.com.br/atendimento-itau/para-voce/. If you are not satisfied with the proposed solution, please contact the Itaú Corporate Ombudsman: 0800 570 0011 
(on weekdays from 9 AM to 6 PM) or our PO Box 67.600, São Paulo-SP, Zip Code 03162-971. Hearing impaired, every day, 24h, 0800 722 1722. 

 

 


