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FRANKFURT: Unemployment in Germany hit a new record
low in March, official data showed yesterday, as Europe’s
largest economy continues to defy economic uncertainty
with a strong performance. The out-of-work figure fell to
5.8 percent this month, the Federal Labour Agency said,
beating analysts’ forecasts. A 0.1-percentage point fall from
the level it had held since January placed it at a new all-
time low since German reunification in 1990. “The number
of unemployed sank significantly as spring begins to
breathe life into the economy,” said the agency’s chief
Detlef Scheel in a statement. “Growth in employment is
holding steady and demand from companies for new
employees remains high.”

In seasonally-adjusted figures, the number of people
registered as out of work fell by 30,000 in March. — AFP

German joblessness 
hits new record low

PANAMA CITY: Panama has a new tourist
attraction: the building hosting the offices of
the Mossack Fonseca law firm at the heart of
the Panama Papers scandal. That is why,
workers there say, the sign announcing the
firm has been taken down from where it used
to be outside the dark-tinted edifice in
Panama City’s modern banking district. Too
many tourists were stopping to take selfies in
front of it. Despite the fallout and sudden
notoriety from the Panama Papers revela-
tions, and the detention of its two partners on
money laundering charges linked to a vast
Brazilian bribery case, Mossack Fonseca is
continuing its four-decade-old business.

The firm’s staff has been decimated, how-
ever. Before the scandal, the firm employed
600 people across the world. A year later, that
has been cut by two-thirds. These papers
linked some of the world’s most powerful
leaders, including Russian President Vladimir
Putin, former British prime minister David
Cameron and others to unreported offshore
companies. Panamanian prosecutors are

investigating the Panama Papers, although no
one has been convicted yet.

“There was no money laundering. Only
establishing companies within the limits of
the law,” the lawyer representing Mossack
Fonseca, Marlene Guerra, told AFP. “While we
are talking about what happened, the rest of
the companies in Panama and in the world
are continuing as before. We consider this to
be selective justice,” she said.

Clients flee 
According to Guerra, 70 percent of

Mossack Fonseca’s wealthy clients have left
for the United States. With the lucrative
Panama Canal,  Latin America’s highest
growth of over five percent in 2015, and a dol-
larized economy based on services that
accounts for 83 percent of gross domestic
product, the country is keen to minimize the
reputational damage from Panama Papers.
“Panama Papers didn’t tell us anything we
didn’t already know,” the finance minister,
Ricardo Zubieta, said recently. “Not a single

dollar” invested in the offshore companies
“are in Panama - they are in banks in Britain,
Miami, New York,” he said.

Many in Panama are indignant that the
scandal was branded with their country’s
name. Some see a plot to damage the image
of Panama for the benefit of US or European
jurisdictions. “We are seeing a new world
order emerging, in which Panama remains
conveniently overshadowed,” said Francisco
Bustamante, an economist who worked at the
Inter-American Development Bank. “Aside
from whether there is an international plot or
not, what is pertinent is how the country will
tackle these scandals,” he said.

Tax haven blacklists 
After Panama Papers exploded on the

scene, France was one of the first to react by
putting Panama on its blacklist of tax havens.
The European Union has now also provision-
ally designated the country for its own list and
is gathering information about whether to
make that definitive. The Panamanian govern-

ment has responded by trying to show its
financial sector has become more transpar-
ent. Late last year it signed a commitment to
uphold OECD standards on automatically
sharing tax information from 2018. “Panama
is meeting the highest international standards
in terms of fiscal transparency,” Vice President
Isabel de Saint Malo recently told AFP. “We
hope that that will be acknowledged by our
partners and friendly countries.”

Nevertheless, the revelations of a year ago
continue to undermine Panama’s reputation,
as analysts such as noted by Carlos Guevara
Mann of Florida State University. “In the coun-
try they don’t take themselves seriously on
the international scene, especially the inabili-
ty of its judicial bodies to properly investigate
and judge these and other cases of similar
gravity,” Guevara Mann said. For all that, in a
restaurant near the now unadorned law firm,
a waiter lamented the fall  of Mossack
Fonseca. “They used to fill this place up. Now
we’re empty,” he said, indicating the forlorn
inside of the eatery. — AFP

Panama law firm shadow of its former self

MOSCOW: Russia’s economy expanded
for the first time in two years in the fourth
quarter of 2016, data from the state sta-
tistics service showed yesterday, as it
slowly recovers from a crippling crisis.
The country recorded 0.3 percent
growth in gross domestic product year-
on-year, Rosstat said, as Moscow pulls
itself out of a two-year economic crisis
triggered by tumbling oil prices and
Western sanctions over Ukraine. Russia’s
GDP last experienced growth in the
fourth quarter of 2014, when it expand-
ed by 0.2 percent. 

Rosstat said that Russia’s GDP had
contracted 0.2 percent overall last year,
after having shrank 2.8 percent in 2015.
The Russian government expects 0.6 per-
cent growth this year, while economy
minister Maxim Oreshkin has said that
growth could even reach two percent.
William Jackson, Senior Emerging
Markets Economist at Capital Economics,
said that the return to positive growth
had been “driven by stronger inventory
investment and a shallower fall in con-
sumer spending.” Jackson forecast that

Russia’s GDP growth would reach 1.5 per-
cent this year and 2.3 percent in 2018,
figures higher than most analysts expect. 

Slow stabilization
Last week Russia’s central bank cut its

key rate for the first time in six months
amid falling inflation and said it was con-
sidering further cuts. A number of key
indicators have improved recently, espe-
cially inflation, which is now approaching
the central bank’s four-percent target for
this year. The bank said Friday that low
inflation and a return to GDP growth had
seen real wages increase. It also noted
that investments in the first quarter of
2017 have grown “one-to-three percent”
year-on-year in light of the “expected
recovery of demand” and a “decrease in
macroeconomic uncertainty,” among
other factors. 

Standard and Poor’s agency this
month raised its outlook for Russia’s cred-
it rating to “positive” from “stable”, citing
improving growth prospects and a lower
risk of large capital outflows. The agency
said it expected Russia to resume positive

growth this year, “averaging about 1.7
percent in 2017-2020”. It said that the
“relatively low oil prices, structural
impediments and sanctions” will howev-
er continue to hinder a rebound in GDP,
which it expects will increase by 1.5 per-
cent this year. S&P said it considered that
the Russian banking sector remained
fragile but that it saw “some early signs of
stabilization.”

Analysts from the Analytical Credit
Rating Agency (ACRA), Russia’s own rat-
ing agency launched in 2015, meanwhile
said this week they expected Russia’s
GDP to cap at “1.0-1.5 percent over the
next five years.” Russia’s economy has
appeared to stabilize over the last few
months after a recession that has dimin-
ished people’s purchasing power and
pushed large segments of the population
into poverty. The ruble - battered by
falling oil prices and Western sanctions in
2014 and 2015 - has risen dramatically in
recent months and last month strength-
ened to fewer than 60 rubles to the euro
for the first time since June 2015 as oil
prices recovered. — AFP 

Russia sees growth as 
economy stabilizing

First expansion in two years

MOSCOW: A picture taken on Tuesday shows a general view of a building of Federal State Statistics Service (ROSSTAT). — AFP

BRUSSELS: Eurozone inflation fell sharply in March to below
the European Central Bank’s target, pouring fresh doubts on
the ECB’s success in battling to boost consumer prices in
Europe. The EU’s Eurostat statistics agency said the rise in con-
sumer prices slowed in March to 1.5 percent, marking a big
drop from the 2.0 percent reached in February, the ECB’s tar-
get. The figure for the 19-country single currency zone was
also slower than 1.8 percent forecast by analysts surveyed by
Factset, a data company.

Economists in powerful Germany had said two percent
inflation in February meant that the ECB had done its job and
could pull back from a controversial stimulus program. But
ECB head Mario Draghi argued against stopping the policy of
low rates and pumping cash into the economy, unconvinced
that higher inflation was here to stay. Beating low inflation
was “a gradual process,” Draghi said earlier this month, anger-
ing anti-inflation Germany, the eurozone’s most powerful
member. Germany weighed heavily in the lower figure for
March after German inflation tumbled this month to 1.5 per
cent from 2.2 per cent. “March’s sharp slowdown in euro-zone
inflation was partly driven by temporary factors that will
reverse in April, but the big picture is that inflation is now on a
downward trend,” said Jack Allen, European Economist at
Capital Economics. “There is little sign that declining unem-
ployment is putting much upward pressure on wages and
prices,” he added.

A key concern for economists was insistently low core
inflation, which excludes volatile elements such as energy and
food, that slipped back to 0.7 per cent from 0.9 per cent. “The
marked retreat in eurozone consumer price inflation in March
facilitates the ECB sticking to its current monetary policy
path,” said economist Howard Archer of IHS Markit. “A sustain-
able firming in underlying eurozone inflation pressures has
yet to be established,” he said. — AFP 

Inflation stumbles 
from ECB target


