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Macro developments

In a major relief to IT and ITES sector, government has announced that
select BPO services will qualify as exports and would not be subject to GST.
Previously, appellate authority had categorised this sector as intermediary
services, liable to 18% GST. However, CBIC has clarified that this will not be
considered as intermediary services as long as provision of service is on its

own account. This move will provide a thrust to India’s software exports

which rose by 18% (US$ 205bn) in FY19 vs 9% (US$ 175bn) in FY18.

RBI’s fortnightly data shows credit growth as on 5 Jul 2019 rose by 12% on
YoY basis, unchanged from Jun"19. Deposit growth on the other hand rose
marginally to 10.3% from 10% in Jun"9. In FYTD20, credit growth has
remained steady at 12.7% vs 12.4% in the same period last year, while
deposit growth has picked up significantly (10.1% vs 7.8% last year).

Japan’s CPI growth on a YoY basis remained unchanged from May’19 at
0.7% in Jun19. Core (ex food and energy) too remained unchanged at
0.5% in Jun"9. Prices of services declined by (-) 0.1% in Jun"19, led by
transportation & communication (-1.3% vs -0.4% in May19) and furniture
& household utensils (1.8% vs 2.6% in May19).

Markets

Bonds: Global yields closed mixed. US 10Y yield rose by 3bps (2.06%) as
views on aggressive rate cut faded amidst comments from New York Fed
official. Crude prices rose by 0.9% (US$ 62/bbl) due to tensions in Middle
East. India’s 10Y yield fell by 2bps (6.36%) supported by buying from
foreign and private banks. It is trading higher at 6.44% today, as RBI

governor clarified that accommodating stance will depend on incoming data.

Currency: Except INR and CNY other global currencies closed lower. DXY
rose by 0.4% on reports that Fed may cut rates by only 25bps this month.
EUR depreciated by (-) 0.5% on expectations of a rate cut by ECB. INR

rose by 0.2%. It opened lower today in line with other Asian currencies.

Equity: Barring Dow and Sensex, other global indices ended higher. Dow
fell by (-) 0.3% as hopes of aggressive rate cut faded. Even Sensex tanked
by (-) 1.4%, dragged by auto and banking stocks. It is trading lower today in

line with other Asian stocks.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES
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Source: Bloomberg, Bank of Baroda | *Indicates change in bps, ** as on 16.07.2019.
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Disclaimer

The views expressed in this research note are personal views of the author(s) and do not necessarily reflect the views of Bank of Baroda. Nothing contained in this
publication shall constitute or be deemed to constitute an offer to sell/ purchase or as an invitation or solicitation to do so for any securities of any entity. Bank of Baroda
and/ or its Affiliates and its subsidiaries make no representation as to the accuracy; completeness or reliability of any information contained herein or otherwise provided
and hereby disclaim any liability with regard to the same. Bank of Baroda Group or its officers, employees, personnel, directors may be associated in a commercial or
personal capacity or may have a commercial interest including as proprietary traders in or with the securities and/ or companies or issues or matters as contained in this
publication and such commercial capacity or interest whether or not differing with or conflicting with this publication, shall not make or render Bank of Baroda Group
liable in any manner whatsoever & Bank of Baroda Group or any of its officers, employees, personnel, directors shall not be liable for any loss, damage, liability whatsoever

for any direct or indirect loss arising from the use or access of any information that may be displayed in this publication from time to time.

Visit us at www.bankofbaroda.com
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For further details about this publication, please contact:

Economics Research Department
Bank of Baroda

chief.economist(@bankofbaroda.com
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