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German business mood bright 
despite drop in GDP

AFP, Berlin

Germany’s economy fell more than 
previously thought in the first quarter 
as coronavirus restrictions curbed 
consumption, but business confidence 
has since soared on hopes of a quick 
recovery, data showed Tuesday.

After two quarters of growth, GDP 
fell by 1.8 per cent between January 
and March, national statistics office 
Destatis said in a statement, revising 
down its initial prediction of a 1.7 per 
cent drop.

It was well below pre-pandemic 
levels, with Covid-19 curbs leading 
to a 5.4 per cent drop in private 
consumption, according to the data. 

“Needless to say, the worst 
quarterly performance of the German 
economy since reunification was 
mainly the result of stricter lockdown 
measures since mid-December,” 
said ING economist Carsten Brzeski, 
adding that harsh winter weather and 
a longer-than-usual Christmas break 
were also factors. 

Yet he also added that  “the 
potential for a surge in the second 
quarter has increased”, as Germany’s 
vaccination campaign speeds up and 
the economy begins to open up after 
months of lockdown.

Hopes that Europe’s largest 
economy will soon rebound after a 

damaging third wave of the pandemic 
were reflected in a surge in business 
confidence in May.

The Ifo institute’s monthly 
barometer based on a survey of 9,000 
companies climbed 2.6 points from 
April to 99.2 points in May, its highest 
value in two years. 

“Companies were more satisfied 
with their current business situation. 
They are also more optimistic 
regarding the coming months. The 
German economy is picking up 
speed,” Ifo president Clemens Fuest 

said in a statement.
Germany’s Bundesbank central 

bank also predicted a second-quarter 
bounce last week, saying that Europe’s 
largest economy could even surpass 
pre-pandemic growth levels from the 
autumn. 

The German government’s forecasts 
currently predict 3.5-per cent growth 
in GDP for 2021. 

GDP shrank by five percent in 
2020, its worst contraction since 
the financial crisis of 2009, due to 
economic fallout from the pandemic.
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Hopes that Europe’s largest economy will soon rebound after a damaging third 

wave of the pandemic were reflected in a surge in business confidence in May.

Goldman Sachs 
obtains China 

licence for asset 
management 

AFP, New York

Goldman Sachs said 
Tuesday it won preliminary 
approval from Chinese 
regulators for a wealth 
management joint venture 
to serve customers in China.

The venture, owned 51 
per cent by Goldman’s asset 
management division and 
49 per cent by a subsidiary 
of the state-owned Industrial 
and Commercial Bank of 
China, aims to serve some 
of the estimated $70 trillion 
in investible assets expected 
at Chinese households by 
2030, Goldman said in a 
news release.

The announcement 
marks the latest sign of 
increased openness by 
Beijing to participation 
by foreign financial 
heavyweights. JPMorgan 
Chase was authorized 
in December 2019 for a 
majority holding in a trading 
joint-venture in China, 
followed a few months later 
by similar announcements 
from Goldman and Morgan 
Stanley.

Asset management 
giant BlackRock received 
approval in early May 
for a venture with China 
Construction Bank and 
Singapore sovereign wealth 
fund Temasek, The Wall 
Street Journal reported.

“China’s wealth 
management industry 
has grown on the back 
of increased household 
wealth and continued 
financial market reform,” 
said Tuan Lam.

BEACON PHARMACEUTICALS

Mohammad Ebadul Karim, managing director of Beacon Pharmaceuticals, handed over pharmaceutical products for Palestinians to the country’s 

ambassador to Bangladesh, Yousef SY Ramadan, at state guesthouse Padma in Dhaka yesterday. Foreign Minister AK Abdul Momen and Foreign 

Secretary Masud Bin Momen were also present. 

REUTERS, Dubai

Financial technology start-ups in Saudi 
Arabia and the United Arab Emirates 
offering online short-term credit say they 
are enjoying exponential growth as the 
coronavirus pandemic drives a shift in 
consumer spending online.

Digital buy now, pay later (BNPL) 
purchasing is relatively new to the region 
where consumers have traditionally been 
sceptical of paying for goods before getting 
them. 

But Saudi Arabian-based Tamara and 
UAE’s Spotii, Tabby and Postpay all 
say the take-up has far exceeded initial 
expectations. And investors are paying 
attention. Tamara last month raised $110 
million in debt and equity, a large amount 
for an early stage Middle East start-up.

This week, Australia’s second biggest 
BNPL player Zip said it was buying the rest 
of the shares in Spotii it did not already 
own for $16 million. Tabby has raised over 
$30 million including funding from Abu 
Dhabi state fund Mubadala.

“We’re constantly having to re-forecast 
our numbers just because we constantly 
get surprised by the consumer adoption,” 
Tabby Co-Founder and Chief Executive 
Hosam Arab told Reuters.

There is no independent data available 
on the Middle East BNPL market which 
also includes Shahry in Egypt; all of the 

companies in the sector are early stage 
start-ups and many only began operating 
last year.

In the United States, Australia and 
Europe, BNPL is marketed as an alternative 
to credit cards. During the pandemic, with 
consumers conserving cash and seeking 
alternative methods of borrowing money, 
the service exploded in popularity.

In the Gulf, BNPL companies present 
themselves as an alternative to cash on 
delivery, the most common payment 
method for online purchases in many 
Middle East countries, according to a 2018 
report by British security firm G4S.

But Anil Malhotra, chief marketing 
officer of digital payments business Bango, 
said a cultural challenge for BNPL in the 
Gulf was to make sure it  “doesn’t look or 
smell like credit.” Islamic customs prohibit 
charging interests on loans, which has 
deterred some Middle East consumers from 
using credit cards.

Saudi Arabian independent retailer 
Crate, which introduced Tamara on its 
website last August, has found that while 
those checking out with BNPL had become 
repeat users, most customers preferred to 
pay by card or cash on delivery.

Half of all purchases are paid with card, 
while cash on delivery accounts for 40 per 
cent of all online transactions with BNPL 
making up 10 per cent, Chief Executive 
Rayan Fadul told Reuters.

Buy now, pay later players tackle 
credit conundrum in Mideast’s Gulf


