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Highlights

01
Mercado Pago is a
business that has
become bigger and more
profitable than the
marketplace itself.

02
Mercado Pago has a clear
path of growth and
profitability, with a superior
model versus its peers.

03
We believe that $MELI is
extraordinarily
discounted, considering
the available evidence.
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Mercado Pago 

Mercado Pago was initially designed to facilitate transactions on Mercado Libre’s
Marketplaces by providing a mechanism that allowed users to securely, quickly, and
promptly send and receive payments.

Mercado Pago is a whole ecosystem of financial technology solutions in the digital and
physical world, more significant than the Marketplace itself.

Introduction
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Product Offering

Today, Mercado Pago’s digital payments business not only allows merchants to facilitate
checkout and payment processes on their websites through a branded or white label
solution or software development kits.

It also enables users to simply transfer money to each other through the Mercado Pago
website or the Mercado Pago app.

Mercado Pago has a full portfolio
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Innovation Leads Profitability

Even though we do not believe the company will have this profitability for many of its
products for good, it’s impossible to recognize its ability to adapt and innovate
constantly.

According to our proprietary analysis, Mercado Pago improves its profitability by creating
new means for connecting buyers and sellers with superior margins products.

Mercado Pago creates new, and more profitable products
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+ Growth

Initially, the Marketplace's success generated colossal traction for its payment business
through in-platform transactions.

For the following years, we believe that most of the growth will come from off-platform
volumes, such as QR Code payment and merchant solutions, pushing Pago as one of the
dominant players in the market in the following years.

Long-tail categories present the highest upside risk
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+ Profitability

Mercado Pago's take rate is superior, and the company is the lowest cost provider in the
industry, distributing the product through the most significant Marketplace business in
LatAm.

We believe the company operates with unparalleled competitive advantages, with
higher profitability and lower cost to distribute its products, pushing the ROIC.

Superior business
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Mercado Credito

We believe that Mercado Pago’s short NPLs are impacted by a product mix change.
According to our estimates, credit cards accounted for 19% of the credit portfolio in the
last quarter, from 1% last year.

Nevertheless, we’ve seen a tremendous improvement in long NPLs, which is a great
leading indicator for the personal loan business, launched last year.

Product mix hurts NPLs
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Valuation
Overall, $MELI looks cheap
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