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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended September 30, 2007
-OR-
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to
Commission file number 001-33647
MercadoLibre, Inc.
(Exact name of Registrant as specified in its Chagt)
Delaware 98-021279C
(State or other jurisdiction (I.LR.S. Employer
of incorporation or organization) Identification Number)

Tronador 4890, 8t Floor
Buenos Aires, C1430DNN, Argentina

(Address of registrant’s principal executive offics)

011-54-11-5352-8000

(Registrant’s telephone number, including area code

(Former name, former address and former fiscal yearif changed since last report)

Indicate by check mark whether the Registrant ék)filed all reports required to be filed by Sewtic3 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefildsuch reports), and (2) has been subject
to such filing requirements for the past 90 day¥es No O

Indicate by check mark whether the Registrantlésge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act (Check one):

Large accelerated filefd Accelerated filer O Non-accelerated filerX]

Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the BExgie Act). Yes[ No
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APPLICABLE ONLY TO CORPORATE ISSUERS:
Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as ofdtest practicable date.

44,226,563 shares of the iss's common stock, $0.001 par value, outstanding &epfember 14, 20(
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Mercadolibre Inc.
Consolidated Balance Sheets
As of September 30, 2007 and December 31, 2006

PART I. FINANCIAL INFORMATION

Iltem 1 — Unaudited condensed consolidated financiatatements

Assets

Current asset:

Cash and cash equivalel

Shor-term investment

Accounts receivabl

Funds receivable from custom

Prepaid expenst

Deferred tax asse

Other current asse

Total current asse

Non-current asset:

Long-term investment

Property and equipment, r

Goodwill and intangible assets, t

Deferred tax asse

Other asset

Total nor-current assel
Total asset

Liabilities and Shareholders’ Equity (Deficit)
Current liabilities:
Accounts payable and accrued expetl
Funds payable to custome
Social security payab
Taxes payabl
Loans payabli
Provisions
Total current liabilities
Non-current liabilities:
Loans payabli
Other liabilities
Total nor-current liabilities
Total liabilities

Commitments and contingencies (Note

Mandatorily redeemable convertible preferred sté&k01 par value, 45,600,000 shares authorized,
27,187,838 shares issued and outstanding at Dec&hp2006; liquidation amount: $78,334,161 at

December 31, 200
Shareholdel equity (deficit):

Common stock, $0.001 and $0.01 par value, 108,800s8ares authorized, 44,226,563 and 13,166,982

shares issued and outstanding at September 30,a2@0DBecember 31, 20(
Additional paic-in capital
Accumulated defici
Accumulated other comprehensive inca

Total shareholde’ equity (deficit)

Total liabilities, mandatorily redeemable convedipreferred stock and shareholc equity

(deficit)

September 30, December 31,
2007 2006
(Unaudited) (Audited)
$ 1453598 $ 7,143,02

48,373,61 6,320,65!

2,499,78! 1,983,00:
17,216,57 10,188,71
590,89¢ 333,57(
2,185,42. 2,904,55!
678,95( 246,35:
86,081,22 29,119,87
1,459,27. —
4,171,08 2,931,47!
23,018,00 21,342,31
561,08! 390,82(
167,87 28,08¢
29,377,32 24,692,69
$115,458,54 $53,812,57
$ 7,81858 $ 5,708,68:
12,498,25 9,085,01.
3,622,34. 2,722,87.
2,001,75: 1,735,97!
3,050,58! 97,521
36,10( 310,84¢
29,027,61 19,660,91
— 9,000,00!
948,40t 1,803,31!
948,40t 10,803,31
29,976,02 30,464,23
— 64,076,54
44,22 131,67(
121,881,10 2,694,40.
(39,686,31)  (44,054,81)
3,243,49. 500,53t
85,482,51 (40,728,20)
$115,458,54 $53,812,57

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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Mercadolibre Inc.
Consolidated Statements of Operations

For the three- and nine-month periods ended Septenal 30, 2007 and 2006

Net revenue
Cost of net revenue

Gross profi

Operating expense
Product and technology developm
Sales and marketir
General and administrati

Total operating expens
Income from operation

Other income (expense:
Interest incom
Interest expense and other financial cha
Foreign currency los
Other expenses, n

Net income before income / asset tax expt
Income / asset tax exper
Net income (loss

Accretion of preferred stoc

Net income / (loss) available to common sharehsl

Basic EPS

Nine Months Ended September 30, Three Months Ended September 30,
2007 2006 2007 2006
(Unaudited)
$58,232,75 $36,596,49 $ 22,800,13 $ 13,224,61

(12,840,01)  (8,432,48) (5,192,65)  (3,166,55)

45,392,73 28,164,01 17,607,48 10,058,05

(3,157,03)  (2,251,76) (1,154,31) (782,09)
(19,629,00)  (16,647,14) (6,982,47)  (6,057,97)
(8,970,23)  (5,894,45)) (3,483,91)  (2,071,97)
(31,756,26)  (24,793,36)  (11,620,71) _ (8,912,04)

13,636,47 3,370,64 5,086,76' 1,146,00-
872,20° 177,81 352,96¢ 82,53(
(1,217,56)  (1,277,32) (390,029 (469,53Y)
(1,806,52) (118,48:) (802,34%) (54,799
(3,006,41)  (1,342,04) (960,35Y) (237,68))
8,478,17. 810,60° 4,187,00; 466,52
(4,107,62) _ (1,583,61) (1,401,52) (428,98))

$ 437054 $ (773,00) $ 2,78547. $ 37,54
(309,299 (371,159 (61,860 (123,719

$ 4,061,24 $(1,144,16) $ 2,72361 $ (86,179

Basic net income / (loss) available to common di@ders per

common shar
Weighted average shatr

Diluted EPS
Diluted net income per common shi

Weighted average shar

$ 0.1 $ 0.09 $ 007 $ (0.01)
18,214,97  13,132,21 27538,65  13,141,67

$ 0.1 $ 0.07
18,608,18 27,685,02

The accompanying notes are an integral part oktoeadensed consolidated financial statements.
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Mercadolibre Inc.

Consolidated Statements of Changes in Shareholdersguity (Deficit)

For the nine-month periods ended September 30, 20@nd 2006 (unaudited)

Accumulated

Additional Preferred other
Comprehensive Common stock paid-in stock Accumulated comprehensiv
income Shares Amount capital warrants deficit income (loss) Total
Balance as of December 3:

2005 13,095,86 $130,95¢ $3,149,66: $ — $(45,126,90) $ (560,54) $(42,406,82)
Stock options exercise 45,81 45¢ 5,94( 6,39¢
Stock-based compensati—

stock options 23,361 23,361
Accretion of mandatorily

redeemable convertible

preferred stocl (371,159 (371,159
Net loss (773,00 (773,007 (773,009
Currency translatio

adjustmen 639,60t 639,60t 639,60¢
Unrealized net gains on

investment: 72,92t 72,92¢ 72,92¢
Comprehensive los (60,470
Balance as of September 3

2006 13,141,67 $131,41° $2,807,81: $ — $(45,899,90) $ 151,99: $(42,808,68)
Stock options exercise 25,30¢ 258 45€ 70¢
Stock-based compensation

stock options 9,85¢ 9,85¢
Accretion of mandatorily

redeemable convertible

preferred stocl (123,72() (123,72()
Net income 1,845,08! 1,845,08! 1,845,08!
Currency translation

adjustmen 503,23: 503,23: 503,23«
Unrealized net gains on

investment: 29,40¢ 29,40¢ 29,40¢
Realized net gain o

investment: (184,099 (184,099 (184,099
Comprehensive incorr 2,193,63.

Balance as of December 3:
2006 13,166,98 $131,67( $2,694,400 $ — $(44,054,81) $ 500,53t $(40,728,20)

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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Mercadolibre Inc.

Consolidated Statements of Changes in Shareholdersguity (Deficit)
For the nine-month periods ended September 30, 20@nd 2006 (unaudited)

Comprehensive
income

Additional
paid-in
capital

Common stock
Shares Amount

Preferred
stock
warrants

Accumulated
other
comprehensive
income (loss)

Accumulated

deficit Total

Balance as o
December 31, 2006

Shares issued in 2000
and 2001 (1

Stock options exercise

Stock-based
compensation-stock
options

Stock-based
compensation—
restricted share

Accretion of
mandatorily
redeemable
convertible preferred
stock

Change in par value of
common stocl

Issuance of common
stock

Conversion o
mandatorily
redeemable
convertible preferrec
stock into common
stock

Reclassification o
warrants

Exercise of warrant

Net income

Currency translation
adjustmen

Unrealized net gains on
investment:

Realized net gain @
investment:

Comprehensive incorr

4,370,54
2,898,99.

69,23¢

7,113,50

(225,279

13,166,98 $ 131,67( $ 2,694,40

$(44,054,81) $ 500,53¢ $(40,728,20)

204,00(
483,47(

2,04C $

4,83¢ 33,74«

20,43¢

1,97

(309,299

(124,69() 124,69(

3,000,00! 3,00( 49,570,23

27,187,83

27,18t 64,358,65

184,27 184 5,386,26.

4,636,45
(4,636,45))

(2,040) —
38,57¢

20,43¢

1,97

(309,299

49,573,23

64,385,84.

4,636,45!
749,99:
4,370,54 4,370,54

2,898,99. 2,898,99.

69,23¢ 69,23¢

(22527) (225,279

Balance as o
September 30, 2007

(1)

statements

44,226,56 $

44,225

$121,881,10 $

$(39,686,31) $3,243,49. $85,482,51

These shares were issued in 2000 and 200ivdretnot recorded until 2007. The amounts are irari@tto revise prior years financial

The accompanying notes are an integral part oktobeadensed consolidated financial statements.
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Mercadolibre Inc.
Consolidated Statements of Cash Flows
For the nine-month periods ended September 30, 20@nd 2006

Cash flows from operation
Net income (loss
Adjustments to reconcile net income (loss) to @meshcprovided by operating activitie
Depreciation and amortizatic
Interest expens
Realized gains on investmel
Unrealized gains on investmel
Stoclk-based compensation expe—stock options
Stoclk-based compensation expe—restricted share
Change in fair value of warrar
Deferred income taxe
Changes in assets and liabiliti
Accounts receivabl
Funds receivable from custom
Prepaid expenst
Other asset
Accounts payabl
Funds payable to custome
Provisions
Other liabilities
Net cash provided by operating activit
Cash flows from investing activitie
Purchase of investmer
Proceeds from sale of investme
Purchase of intangible ass
Purchases of property and equipm
Net cash used in investing activiti
Cash flows from financing activitie
Increase in short term de
Loans paic
Stock options exercise
Exercise of Warrant
Issuance of common sto
Net cash provided by financing activiti
Effect of exchange rate changes on cash and casaénts
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of '
Cash and cash equivalents, end of pe

Nine Months Ended September 30,

2007 2006
(Unaudited)
$ 4,370,54 $ (773,00)
1,667,91! 1,481,101
— 637,00(
(362,89)) —
(244,676 (17,749
20,43« 23,36
1,971 —
3,045,99: 1,143,67!
511,58¢ 56,08
(516,77) 240,83
(7,027,861 (3,132,46)
(257,329 (263,290
(572,38 (625,929
3,275,15 3,232,57!
3,413,24. 2,219,24
(274,749 (707,95))
638,72: 147,21°
7,688,90 3,660,72.
(49,916,14) (2,875,66)
6,892,71. —
(47,467 (258,790)
(2,061,47) (1,423,94)
(45,132,36) (4,558,39)
3,049,88! 1,911
(9,000,001 —
38,57¢ 6,39¢
749,99 —
49,573,23 —
44,411,69 8,30¢
424,71. 140,90¢
7,392,95: (748,45)
7,143,02 8,979,83!
$ 14,53598  $ 8,231,38

The accompanying notes are an integral part oktobeadensed consolidated financial statements.
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Mercadolibre Inc.
Consolidated Statements of Cash Flows
For the nine-month periods ended September 30, 20@nd 2006

Nine Months Ended September 30,

2007 2006
(Unaudited)
Supplemental cash flow information:
Cash paid for intere: $ 495,83: $ —
Cash paid for income tax $ 3,463,720 $ 1,336,00
Non-cash financing activities:
Accretion of preferred stoc $ 309,29¢ $ 371,15¢
Conversion of mandatorily redeemable convertibkfegred stock into common sto $ 64,385,84 $ —
Reclassifications of warran $ 463645 $ —

The accompanying notes are an integral part oktobeadensed consolidated financial statements.
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Mercadolibre Inc.
Notes to Condensed Consolidated Financial Statemenfunaudited)

1. Nature of Business

MercadoLibre Inc. (the “Company”) is a marketplacanager. The Company’s mission is to build an entirarketplace that enables
practically anyone to trade almost anything in ha&merica, making inefficient markets more effidien

Traditional offline marketplaces can be inefficibicause i) they are fragmented and regionalfféy @ limited variety and breadth of
goods, iii) have high transaction costs, and ie)iaformation inefficient. The Company makes thiesdficient marketplaces more efficient
because i) its community of users can easily aagpansively communicate and complete transactigriss marketplace includes a very
wide variety and selection of goods, and iii) iinigs buyers and sellers together for much lowes fhan traditional intermediaries. The
Company attracts buyers by offering selection, @atwnvenience and entertainment, and sellersfbyireg access to broad markets,
efficient marketing and distribution costs, abilitymaximize prices and opportunity to increasesal

The Company pioneered online trading in the redipdeveloping a Web-based community in which bupeid sellers are brought together
to browse, buy and sell items such as computegstrehics, collectibles, automobiles and a hogtrattical and miscellaneous items. The
Company'’s trading platform is a fully automateditally arranged, intuitive, and easy-to-use onfieevice that is available 24 hours-a-day,
seven-days-a-week. The Companplatform supports a fixed price format in whiefiers and buyers trade items at a fixed pricebdisteed

by sellers, and an auction format in which selliststems for sale and buyers bid on items of iesé

Providing more efficient and effective payment noeth from buyers to sellers is essential to creaifaster, easier and safer online trading
experience. Traditional payment methods such ak téeposits and cash on delivery present varioutoles to the online trading
experience, including lengthy processing time, m@mience and high costs. The Company addressedgportunity through the
introduction in 2004 of MercadoPago, an integrateline payments solution. MercadoPago was desigmé&tilitate transactions on the
MercadoLibre Marketplace by providing an escrow hedsm that enables users to securely, easily somdgily send and receive payme
online, and has experienced consistent growth siadaunch.

In 2004, the Company introduced an online classifidvertisements service platform for motor velsicleessels and aircrafts. Buyers
usually require a physical inspection of these #@&mspecific types of interaction before complgtintransaction, and therefore a classified
advertisements service is better suited for thgsestof items than the traditional online purchasthod. For these items, buyers can search
by make, model, year and price, and sellers cathiésr phone numbers and receive prospective Istgemail addresses, in order to allow
for instant and direct communication between selérd potential buyers. During 2005, the classiiddertisements service platform was
expanded to include real estate.
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Mercadolibre Inc.
Notes to Condensed Consolidated Financial Statemenfunaudited)

1. Nature of Business (Continued)

During 2006, the Company launched several init&gtito improve its platform, and expand its reaenti€ularly relevant were the launch of
a new platform for eShops, to attract lower rotaitems and increase the breadth of products affehe introduction of user generated
information guides for buyers, that improve theping experience, and the expansion of the onlassdieds model by adding a services
category. In terms of geographic expansion, the fizom launched sites in Costa Rica, the DominicgruBkc, and Panama.

In August 2007, the Company successfully compléteckgistration process with the United StatesuBtes and Exchange Commission.
See more details in Note 10.

As of September 30, 2007, the Company, througititslly owned subsidiaries, operated online tragitadforms directed towards
Argentina, Brazil, Chile, Colombia, Costa Rica, Doivan Republic, Ecuador, Mexico, Panama, PerugUay and Venezuela, and online
payments solutions directed towards Argentina, Br&@hile, Mexico and Venezuela.

2. Summary of Significant Accounting Policies
Basis of presentation

The accompanying condensed consolidated finanzitdraents include the accounts of the Companytandholly-owned subsidiaries. All
significant intercompany transactions and balahes® been eliminated. Substantially all revenuelsogerating costs are generated in the
Company'’s foreign operations, amounting to appratety 99% and 99% of the consolidated totals duttiregnine-month periods ended
September 30, 2007 and 2006, respectively. Loreglassets located in the foreign operations to®®&c139,732 and $22,602,151 as of
September 30, 2007 and December 31, 2006, resplyctivash and cash equivalents as well as shantiterestments, totaling $62,909,597
and $13,463,683 at September 30, 2007 and Decedtib2006, respectively, are mainly located in tmited States.

These unaudited interim financial statements reflee Company’s consolidated financial positioro&September 30, 2007 and

December 31, 2006. These statements also showotin@&y’s consolidated statement of operationgaitsolidated statement of
shareholders’ equity (deficit) and its consolidaséatement of cash flows for the nine months ergkgatember 30, 2007 and 2006. These
statements include all normal recurring adjustméras management believes are necessary to féitly e Company’s financial position,
operating results and cash flows. Because allefithclosures required by generally accepted adicmuprinciples in the United States of
America for annual consolidated financial statera@mée not included herein, these interim finansiatements should be read in conjunction
with the audited financial statements and the nibteseto for the year ended December 31, 2006,)decl in the Company’s Registration
Statement on Form S-1 filed with the Securities Brdhange Commission on May 11, 2007. The condetmesblidated statements of
income, shareholders’ equity (deficit) and caswfidor the periods presented are not necessadlgative of results expected for any future
period.
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Mercadolibre Inc.
Notes to Condensed Consolidated Financial Statemenfunaudited)

2. Summary of Significant Accounting Policies (Corihued)
Taxes on revenues

The Company subsidiaries in Brazil, Argentina, Viarea and Colombia are subject to certain taxegwenues which are classified as cost
of revenues. Taxes on revenues totaled $1,354/20%244,610 for the three-month periods ended 8dme 30, 2007 and 2006,
respectively. Taxes on revenues totaled $3,39%8d@552,074,378 for the nine-month periods endedeBdyer 30, 2007 and 2006,
respectively.

Use of estimates

The preparation of condensed consolidated finastééments in conformity with generally acceptecbanting principles requires
management to make estimates and assumptiondfibettthe reported amounts of assets and liatslidied disclosure of contingent assets
and liabilities at the date of the financial stagens and the reported amounts of revenues and sapelring the reporting period. Estime
are used for, but not limited to accounting fooathnce for doubtful accounts, depreciation, amatitiz, impairment and useful lives of
long-lived assets, recognition of current and defifincome taxes and contingencies. Actual resoli#d differ from those estimates.

Uncertainty in Income Taxes

On January 1, 2007 the Company adopted Interpoat&to. 48, “Accounting for Uncertainty in Incomexes — An Interpretation of FASB
Statement No. 109” (“FIN 48”). This interpretatiolarifies the accounting for uncertain tax posiigacognized in a company’s financial
statements in accordance with Statement 109. FIprd&cribes a more likely than not recognition shrdd and measurement attribute for
the financial statement recognition and measuremfeatax position taken or expected to be takestiax return. FIN 48 also provides
guidance on de-recognition, classification of &ility for unrecognized tax benefits, accounting iftterest and penalties, accounting in
interim periods, and expanded income tax disclasurke adoption of FIN 48 had no significant impactthe Company’s condensed
consolidated financial statements.

The Company is subject to taxation in the U.S.\aaribus foreign jurisdictions. The material juristiibns that are subject to examination by
tax authorities for tax years after 2002 primaiilglude the U.S., Argentina, Brazil and Mexico.

Recent Accounting Pronouncements
1. Fair Value Measurements

In September 2006, the FASB issued SFAS No. 1540y Value Measurements” (“SFAS 157”). The changesurrent practice resulting
from the application of SFAS 157 relate to the niéifin of fair value, the methods used to estinfatievalue, and the requirement for
expanded disclosures about estimates of fair valoe.definition of fair value retains the exchampgiee notion in earlier definitions of
fair value. SFAS 157 clarifies that the exchangeepis the price in an orderly transaction betweamket participants to sell the asset or
transfer the liability in the market in which theporting entity would transact for the asset dility. SFAS 157 is effective for financial
statements issued for fiscal years beginning &fterember 15, 2007. The Company is currently anaty#e impact that the adoption of
SFAS 157 will have on the Company’s consolidatedrcial statements.

10
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Mercadolibre Inc.
Notes to Condensed Consolidated Financial Statemenfunaudited)

2. Summary of Significant Accounting Policies (Corihued)
Recent Accounting Pronouncements (Continued)
2. Fair value for Financial Assets and Liabilities

In February 2007, the FASB issued Statement ofrféilah Accounting Standards No. 159, “The Fair Valygtion for Financial Assets
and Financial Liabilities — Including an AmendmehFASB Statement No. 115” (“SFAS 159”) which idegftive for fiscal years
beginning after November 15, 2007.

This statement permits an entity to choose to nreasany financial instruments and certain othenget fair value at specified election
dates. Subsequent unrealized gains and lossesrs for which the fair value option has been etkutdl be reported in earnings. The
Company is currently analyzing the impact thatdatleption of SFAS 159 will have on the Company’ssmidated financial statements.

3. Net income / (loss) per share

Basic earnings (losses) per share for the Compaysnon stock is computed by dividing net inconflegs) available to common
shareholders attributable to common stock for #méod by the weighted average number of commoneshautstanding during the period.

Net income / (loss) available to common sharehsldecomputed by deducting from net income (orfayeasing net loss) accretion of
preferred stock.

The Company’s mandatorily redeemable convertibégegored stock outstanding up to August 15, 2007 avparticipating security.
Accordingly, net income for the three- and nine-thqueriods ended September 30, 2007, was allobetizeeen common stock and
preferred stock under the “two class method” faippges of computing basic earnings per share. §ubséto conversion, on August 15,
2007, the common shares issued were included iwéiighted average calculation of shares outstangseg for both basic and diluted
earnings per share.

Diluted earnings per share for the Company’s comstook assume the exercise of outstanding stoé&raptinder the Company’s stock
based employee compensation plans. For dilutedregrper common share, net income was also alldd¢stveen common stock and
preferred stock under the “two class method” beeassuming that mandatorily redeemable convenpitdéerred stock is fully converted
into common stock would result in the same dilug¥iect.

11



Table of Contents

Mercadolibre Inc.

Notes to Condensed Consolidated Financial Statemenfunaudited)

3. Net income / (loss) per share (Continued)

The following table shows how net income is allechtising the two-class method for earnings per comshare, for the three-month

periods ended September 30, 2007 and 2006:

Net income
Accretion of preferred stoc

Net income (loss) available to common sharehol

Net income available to common shareholders atalida to preferred stoc
Net income (loss) available to common sharehold#ributable to common stos

Three Months Ended September 30,

2007 2006
Basic and
Basic Diluted Diluted
$2,785,47. $2,785,47. $ 37,54!
(61,86() (61,86() (123,719
$2,723,61.  $2,723,61.  $ (86,179
(900,129 (894,939 —

$1,82348  $1.828,67  $ (86,179

The following table shows how net income is allechtising the two-class method for earnings per comshare, for the nine-month

periods ended September 30, 2007 and 2006:

Net income / (loss
Accretion of preferred stoc

Net income (loss) available to common sharehol

Net income available to common shareholders atalida to preferred stoc
Net income (loss) available to common sharehold#ributable to commo

stock

12

Nine Months Ended September 3C

2007 2006

Basic and
Basic Diluted Diluted

$ 4,370,54 $4,370,54 $ (773,009

(309,299 (309,299 (371,159

$4,06124  $4,06124  $(1,144,16)

(2,249,08) (2,219,37) —

$1,812,16.  $1,841,86  $(1,144,16)
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Mercadolibre Inc.
Notes to Condensed Consolidated Financial Statemenfunaudited)

3. Net income / (loss) per share (Continued)
Net income / (loss) per share of common stock ®k®wvs for the three-month periods ended SepterBBe2007 and 2006:

Three Months Ended September 30,

2007 2006
Basic and
Basic Diluted Diluted

Net income / (loss) available to common sharehslger common sha $ 0.07 $ 0.07 $ (0.07)
Numerator:
Net income / (loss) available to common sharehsl $ 1,823,48! $ 1,828,67! $ (86,179
Denominator:
Weighted average of common stock outstanding faidB@arnings per sha 27,538,65 27,538,65 13,141,67
Adjustment for stock optior — 146,37¢ —
Adjusted weighted average of common stock outstanftir Diluted earning

per share 27,538,65 27,685,02 13,141,67

Net income / (loss) per share of common stock kmws for the nine-month periods ended Septen39e2007 and 2006:

Nine Months Ended September 30,

2007 2006
Basic and
Basic Diluted Diluted
Net income / (loss) available to common sharehslger common sha $ 0.1C $ 0.1C $ (0.09)
Numerator:
Net income / (loss) available to common sharehsl $ 1,812,16 $ 1,841,86! $(1,144,16)

Denominator:
Weighted average of common stock outstanding faidaarnings per sha 18,214,97 18,214,97 13,132,21

Adjustment for stock optior — 393,20: —
Adjusted weighted average of common stock outstenftir Diluted earning
per share 18,214,97 18,608,18 13,132,21
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3. Net income / (loss) per share (Continued)

The calculation of diluted net income / (loss) peare excludes all anti-dilutive shares. For tleghand nine-month periods ended
September 30, 2007 and 2006, the numbers of dativdi shares are as follows:

Anti -dilutive shares
Warrants

Restricted share
Options

4. Goodwill and Intangible Assets

The composition of goodwill and intangible assetas follows:

Indefinite lived asset
—Goodwill

Amortizable intangible asse
—Trademarks & License
—Non-compete agreeme
—Customer lis

Total intangible asse
Accumulated amortizatio

Goodwill

Nine Months Ended September 30, Three Months Ended September 30,
2007 2006 2007 2006
153,22: 184,27. 92,13¢ 184,27.

2,00( — 2,00( —
— 664,30’ — 653,85¢
155,22: 848,57¢ 94,13¢ 838,12¢

September 30,

December 31,

2007 2006

$22,481,07  $20,572,79
1,367,38: 1,333,32.
704,22 605,70¢
581,34( 524,17:
$25,134,02  $23,035,99
(2,116,02) (1,693,670
$23,018,00  $21,342,31

The changes in the carrying amount of goodwilltfe nine-month periods ended September 30, 200Thangkar ended December 31,

2006, are as follows:

Balance, beginning of peric
—Effect of exchange rates chang
Balance, end of peric

Nine Months Ended September 30, 20C

Marketplaces

Brazil Mexico

Other Countries Total

$10,233,06 $4,911,84
1,664,42. (20,157)

$ 5,427,891 $20,572,79
264,00° 1,908,28

$11,897,48 $4,891,68!

$ 5,691,89 $22,481,07
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4. Goodwill and Intangible Assets (Continued)
Goodwill (Continued)

Year Ended December 31, 2006
Marketplaces

Brazil Mexico Other Countries Total
Balance, beginning of ye $ 9,346,89! $4,987,32. $ 5,323,57! $19,657,79
—Effect of exchange rates chan( 886,16. (75,487 104,31t 914,99!
Balance, end of ye: $10,233,06 $4,911,84! $ 5,427,89 $20,572,79

Amortizable intangibles assets

Amortizable intangible assets are comprised ofarust lists and user base, trademarks and tradespacguired softwarécenses and oth
acquired intangible assets including a non-comagteement and developed technologies. Aggregatetiaatmn expense for intangible

assets totaled $92,775 and $122,078 for the th@ghnperiods ended September 30, 2007 and 20Q&aixsely. Aggregate amortization
expense for intangible assets totaled $287,574686@,476 for the nine-month periods ended Septedte2007 and 2006, respectively.

Expected future intangible asset amortization femmuisitions completed as of September 30, 2083 fsllows:

For year ended 12/31/2007 (remaining three mot $ 95,32/
For year ended 12/31/20! 239,09(
For year ended 12/31/20! 126,40t
Thereaftel 76,101
$536,92¢
5. Segments

Reporting segments are based upon the Compangiaitorganization structure, the manner in whith@€ompany’s operations are
managed, the criteria used by the Company’s cluefating decision-maker to evaluate segment petgoom, the availability of separate
financial information, and overall materiality cassrations.

The Marketplace segments include Brazil, ArgentMaxico and Other countries (Chile, Colombia, CdRia, Dominican Republic,
Ecuador, Panama, Peru, Uruguay and Venezuela)omarketplaces commerce platforms. The Paymenisesggncludes the Company’s
regional payments platform consisting of MercadaPag
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5. Segments (Continued)

Direct contribution consists of revenues less dicests. Direct costs include specific costs ofreeenues, sales and marketing expenses,
and general and administrative expenses over vgggment managers have direct discretionary costioh as advertising and marketing
programs, customer support expenses, bank chadigsances for doubtful accounts, authorized csedlitd transaction losses.

Expenses over which segment managers do not clyrtente discretionary control, such as certain netbgy and general and
administrative costs, are monitored by managentgatigh shared cost centers and are not evaluatbé imeasurement of segment
performance.

The following tables summarize the financial pemfance of the Company'’s reporting segments:

Three Months Ended September 30, 20C
Marketplaces

Brazil Argentina Mexico Other Countries Total Payments Consolidated
Net revenue $9,735,43. $3,117,54¢ $2,480,15 $ 2,809,49; $18,142,62 $4,657,50. $ 22,800,13
Direct costs (6,275,22)  (1,488,30) (1,699,950 (1,438,72)  (10,902,20) (3,196,95) (14,099,15)
Direct contributior 3,460,20i 1,629,24; 780,20¢ 1,370,76 7,240,42. 1,460,54! 8,700,97:
Operating expenst
and indirect
costs of net
revenue: (2,714,20)
Income from
operations 5,986, 76!
Other income
(expenses)
Interest
income 352,96¢
Interest
expense
and other
financial
results (390,029
Foreign
exchange (802,349
Other
expenses,
net 960,359
Net income befor:
income / asset
tax expens: $ 4,187,00:

Three Months Ended September 30, 20C
Marketplaces

Brazil Argentina Mexico Other Countries Total Payments Consolidated

Net revenue $6,254,91° $1,966,34f $1577,900 $ 1,499,070 $11,298,24 $1,926,36! $ 13,224,61
Direct costs (4,684,171 (1,249,09) (1,339,45) (1,188,70) (8,461,42) (1,731,91) (10,193,33)
Direct contributior 1,570,74 717,24: 238,45¢ 310,37 2,836,81 194,45¢ 3,031,27.
Operating expenses
and indirect
costs of net
revenue: (1,885,26)
Income from
operations 1,146,00:
Other income
(expenses)

Interest

income 82,53(

Interest

expense

and other



financial

results (469,539
Foreign

exchange (54,799
Other

expenses,

net (237,687

Net income befor:
income / asset
tax expens: $ 466,52
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5. Segments (Continued)

Nine Months Ended September 30, 20C

Marketplaces

Mexico Other Countries Total

Consolidated

Net revenue $ 26,306,51
(17,108,92)

Direct costs

$6,917,78 $ 7,339,95. §$ 48,424,06
(4,498,44) _ (4,341,00) (29,935,77)

$58,232,75
(37,437,81)

Direct
contribution
Operating
expenses and
indirect costs
of net revenue
Income from
operations
Other income
(expenses)
Interest
income
Interest
expense
and othe
financial
results
Foreign
exchangt
Other
expense:
net
Net income befor
income / asset
tax expensi

2,419,341 2,998,94 18,488,29

Nine Months Ended September 30, 2006

20,794,93

(7,158,46))

13,636,47

872,20°

(1,217,56)

(1,806,52))

(3,006,41)

$ 8,478,17!

Marketplaces

Mexico Other Countries Total

Consolidated

Net revenue $ 18,571,05
(13,197,63)

Direct costs

$4,336,16. $ 3,876,391 $31,672,13
(3,666,49)  (3,133,67) (23,334,77)

$ 36,596,49
(27,862,84)

Direct
contribution
Operating
expenses and
indirect costs
of net revenue
Income from
operations
Other income
(expenses)
Interest
income
Interest
expense
and othe
financial
results
Foreign
exchangt
Other
expense:
net

669,67: 742,72( 8,337,36!

8,733,65

(5,363,00)

3,370,64

177,81¢

(1,277,32)

(118,48)

(1,342,04)



Net income befor
income / asset
tax expensi

The following table summarizes the allocation & thng-lived tangible assets based on geography:

US lon¢-lived tangible asse
Other countries lor-lived tangible asse
Argentina
Brazil
Mexico
Other countrie:

Total lon¢-lived tangible asse:

17

September 3C

$ 810,60

December 31

2007 2006
$2,111,67.  $1,578,12
1,252,37 827,43
690,33( 459,97
33,18t 43,54:
83,52 22,39(
$2,059,41  $1,353,34
$4,171,08  $2,931,47
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5. Segments (Continued)

The following table summarizes the allocation & goodwill and intangible assets based on geography

US intangible asse
Other countries goodwill and intangible as¢
Argentina
Brazil
Mexico
Rest

Total goodwill and intangible asse

September 30, December 31,
2007 2006
$ 105,56: $ 121,60:
216,06: 379,78!
11,979,67 10,341,96
4,951,13! 4,982,52!
5,765,56. 5,516,43!
$22,912,43  $21,220,71
$23,018,00 $21,342,31

The following table summarizes the allocation of r¥enues based on geography:

Nine Months Ended September 3C

Three Months Ended September 3C

2007 2006 2007 2006
Brazil $ 34,110,800 $ 22,007,56. $ 13,614,300 $ 7,602,03
Argentina 8,719,29. 5,470,20! 3,477,58 2,194,50:
Mexico 7,661,83 5,018,24. 2,743,23 1,833,16
Other countrie: 7,740,82 4,100,47 2,965,00! 1,594,90
Total net revenue $ 58,232,75 $ 36,596,49 $ 22,800,13 $ 13,224,61

6. Comprehensive income / (loss)

Comprehensive income / (loss) is as follows forttiree- and nine-month periods ended Septemb& 087, and 2006:

Nine Months Ended September 30,

Three Months Ended September 30,

2007 2006 2007 2006
Net income / (loss $ 437054 $ (773,000 $ 2,78547. $  37,54:
Currency translation adjustme 2,898,99 639,60¢ 790,05¢ 233,06!
Unrealized net gains on investme 69,23¢ 72,92¢ 55,29¢ 24,65(
Realized net gain on investme (225,27 — — —
Comprehensive income / (los $ 711350 $ (60,470 $ 3,630,831 $ 295,25¢
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7. Compensation Plan for Outside Directors

On September 17, 2007, the Board, upon the recoutatien of the Compensation Committee of the Boadbpted a compensation plan
outside directors. Under the terms of the planothiside directors will receive an annual cashimetafee of $30,000 and an annual grant of
restricted Common Stock (“Restricted Shares”).

As of September 17, 2007, the Company awarded @fatie two current outside directors, 1,000 RettdShares for their original grants.
On the first anniversary of each director’s respeotriginal Restricted Shares grant date, eacbideidirector will receive a grant of
additional Restricted Shares having a value equ$80,000. On the second anniversary of each direaespective original Restricted
Shares grant date, each outside director will wecaigrant of additional Restricted Shares havinglae equal to $40,000.

The number of shares to be issued on each offteafid the second anniversary of the original fitestl Shares grant date will be based on
the closing sale price of the Common Stock on ti rading day.

Each grant of Restricted Shares vests twelve mdotlesving the first and second anniversary datestRcted Shares are and will be grat
pursuant to the Company’s Amended and Restated $388% Option and Restricted Stock Plan.

8. Stock Option and Restricted Shares

At September 30, 2007, pursuant to the “AmendedRertated 1999 Stock Option and Restricted Stoah’P({the “Plan”)the Company h:
reserved 4,732,400 shares of Common Stock forngsuander the Plan.

Stock Options

Stock option awards granted under the Plan ateeadiscretion of the Company’s Board of Directard anay be in the form of either
incentive or nonqualified stock options. Optionarged under the Plan generally vest over a thréautoyear period and expire ten years
after the date of grant. At September 30, 2007gthee 298,437 shares of Common stock availabladditional awards under the Plan.

Up to December 31, 2005, when options were gratotednployees, a non-cash charge representing fileeestice between the exercise price
and the fair market value of the common stock ugdey the options on the date of grant was recomededuction of shareholders’ equity
and amortized over the vesting period.

On January 1, 2006, the Company adopted the pomdsif SFAS No. 123(R) requiring the recognitiorcompensation expense based L
the grant date fair value of its stock-based coregéon awards.

Stock-based compensation expense related to spaicdne and employee stock purchases for the tlameenine-month periods ended
September 30, 2007 and 2006 was allocated as fallow
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8. Stock Option and Restricted Shares (Continued)
Stock Options (Continued)

Nine Months Ended September 30, Three Months Ended September 30,

2007 2006 2007 2006
Product and technology developm $ 1,441 $ 6,65¢ $ 147 $ 2,23¢
Sales and marketir 3,21« 14,83¢ 32¢ 4,98t
General and administrati\ 15,77¢ 1,87: 6,41( 1,12
Total $ 20,43¢ $ 23,36 $ 6,88¢ $ 8,34¢

The effect of adopting SFAS No. 123(R) per basit jper diluted share for the three- and nine-moetiiods ended September 30, 2007 and
2006, is not material.

In accordance with SFAS No. 123(R), the Company tise Black-Scholes option pricing model to meastedair value of its option

awards granted after January 1, 2006. The Blaclki8simodel requires the input of highly subjectigsumptions including volatility,
expected term, risk-free interest rate and dividgettl. In 2005, the SEC issued Staff Accountindl®&in No. 107 (“SAB No. 107”) which
provides supplemental implementation guidance FfASNo. 123(R). Since the Company has no histomotdtility, the expected volatilit

is based on the historical volatilities of simintities’ common stock over the most recent pecimtimensurate with the estimated expected
term of the awards. The expected term of an avsabadsed on the “simplified” method allowed by SAB.NO07, whereby the expected term
is equal to the midpoint between the vesting datethe end of the contractual term of the aware figk-free interest rate is based on the
rate on U.S. Treasury zero coupon issues with ntigsiconsistent with the estimated expected teritheawards. The Company has not
paid dividends and does not anticipate paying @ednd in the foreseeable future and accordinglgsan expected dividend yield of zero.

There was no granting during the three- and ninetmperiod ended September 30, 2007.

The following weighted-average assumptions were isestimating the fair value of options for theete- and nine-month period ended
September 30, 2006:

— Stock price volatility: 36%
— Expected term: 7 years
— Risk-free interest rate: 6%

The weighted-average grant date fair value of otigranted during the three-month period endede8dmr 30, 2006 was $8.34. The
weighted-average grant date fair value of optiaasitgd during the nine-month period ended Septedte2006 was $3.50.

Stock-based compensation expense recognized id bagbe estimated portion of the awards that gpe@ed to vest. The Company also
estimated expected forfeitures of stock optionsnugaoption of SFAS 123(R). In developing a forfegtuate estimate, Management
considered its historical experience and expectatidctual forfeiture activity may differ from thestimated forfeiture rate.
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8. Stock Option and Restricted Shares (Continued)
Stock Options (Continued)
Stock option activity, for the three month periotled September 30, 2007, is as follows:

Outstanding, beginning of peric
Forfeited or expires
Exercisec

Outstanding, end of peric
Exercisable, end of peric

Stock option activity, for the nine month periodded September 30, 2007, is as follows:

Outstanding, beginning of ye
Forfeited or expires

Lapsec

Exercisec

Outstanding, end of peric
Exercisable, end of peric

The following details the outstanding options apt8eber 30, 2007:

Number of
options

180,81

(2,000

(31,700)
14711
120,57¢

Number of

options
633,33:

(2,000
(750)
(483,470)
147,11
120,57

Outstanding

Weighted-average

remaining

Exercise Number of contractual

price options life (years)
$0.01 25,48¢ 5.8
$0.75 48,00( 2.3
$1.00 30,00( 2.3
$1.50 33,12¢ 7.5
$3.00 4,00( 2.7
$6.00 6,50( 8.6
147,11: 4.4

Weighted average Exercise Pric
- Options outstandin
- Options exercisabl

21

Weighted-average
exercise price

$

1.0¢
1.5C
0.4¢

113
0.8¢

Weighted-average
exercise price

$

0.3
1.5C
0.01
0.0¢
1.13
0.8¢

Exercisable

Number of
options
21,712

48,00(
30,00(
16,36¢
4,00(
50C
120,57¢

$1.1:
$0.8¢
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8. Stock Option and Restricted Shares (Continued)
Restricted Shares

As mentioned in Note 7, the Company granted awiarits outside directors for 2,000 Restricted Shale accordance with SFAS 123(R)
non-vested shares awarded to employees are meagulegr fair value by the grant-date price of @@mpany’s shares as if they were
vested and issued on the grant date.

Based on the fair value of the Company’s sharbeagtant date, total compensation cost for the@Réstricted Shares awarded amounted
to $55,500. For the three- and nine-month periodiee September 30, 2007, the Company recogniz&d bf compensation expense
related to these awards, which are included inaipey expenses in the accompanying consolidatéelnséants of operations.

Regarding the additional grants for fixed amouriit$39,000 and $40,000, in accordance with StatemieRinancial Accounting Standards
No. 150, “Accounting for Certain Financial Instrume with Characteristics of Both Liabilities andulty” (“SFAS 150) and SFAS 123(R),
they are classified as liabilities in the accompagyonsolidated balance sheet. For the threenaretmonth periods ended September 30,
2007, the Company recognized $2,016 of compensatpanse related to these awards, which are indlideperating expenses in the
accompanying consolidated statements of operations.

9. Commitments and Contingencies
Litigation and Other Legal Matters

At the beginning of 2007, the Brazilian subsidiafjthe Company had 60 cases in litigation in ordir@urts, 4 of which (QIX Skateboards
Industria e Comercio Ltda., Editora COC Empreenditoe Culturais Ltda., Vintage Denim Ltda. (“Vintdpgand Barros, Fischer e
Associados Ltda. (“Barros, Fischer”) were relatedlteged intellectual property infringement.

During 2007, the Brazilian subsidiary of the Comparas sued in 94 cases in ordinary courts. In rab#iese cases the plaintiffs asserted
that the Company was responsible for fraud comaohetgainst them, or responsible for damages suffgresth purchasing an item on the
website, when using MercadoPago, or when the Coynpamniced them. In August 2007, Sette InformacBdacacionais Ltda. or Sette
sued the Company'’s Brazilian subsidiary allegirag thwas infringing its intellectual property righas a result of users selling unauthorized
copies of Sette’s courses through the BraziliansitebSette seeks an injunction, fines, and comgiensand statutory damages. In
September, 2007, the judge of the case filed byade Denim Ltda. against the Brazilian subsididrhe Company, dismissed the case and
ruled that the plaintiff did not prove the existeraf counterfeit products in the Brazilian websitel that the Brazilian subsidiary of the
Company was not liable for the alleged counted#irs. Nevertheless, the decision maintainedrihenction. We presented a recourse
alleging that the injunction should be revoked, ibutas rejected.
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9. Commitments and Contingencies (Continued)
Litigation and Other Legal Matters (Continued)

As of September 30, 2007, 147 legal actions welterstitigation in the Brazilian ordinary courts of which (QIX Skateboards Industria e
Comercio Ltda., Editora COC Empreendimentos Cuilsurtda., Vintage Denim Ltda., Fallms Distribuicde Fitas Ltda. and 100%
Nacional Distribuidora de Fitas Ltda., Xuxa Promeg@ Producdes Artisticas Ltda. Praetorium Institiet Ensino, Pesquisas e Atividades
de Extensao e Direito Ltda. and Sette Informac¢@hs&cionais Ltda.) were related to alleged intéli@cproperty infringement. In addition,
as of September 30, 2007, the Brazilian subsiditiie Company received more than 1,400 legal mstio consumer courts, where a
lawyer is not required. In most of the cases, thetiffs asserted that the Company was responsiblaud committed against them, or
responsible for damages suffered when purchasinigiemnon the website, when using MercadoPago, @mwvithe Company invoiced them.
As of September 30, 2007, there were more tharDlg@Ses still in litigation in these consumer caurt

As of September 30, 2007 the Company had establisgtserves of $641,688 to cover 288 legal actigainat the Company’s subsidiary in
Brazil, and $34,515 to cover some lawsuits agddeRemate Brazil because a loss was consideredlgeol#es of September 30, 2007 no
loss amount has been accrued over 941 legal adtidszil for the aggregate amount up to $3,305,B2cause a loss is not considered
probable.

Other third parties have from time to time claimadg others may claim in the future, that the Campaas responsible for fraud commit
against them, or that the Company has infringeut thiellectual property rights. The underlying lewith respect to the potential liability of
online intermediaries like the Company are unciedhe jurisdictions where the Company operatesndg@ment believes that additional
lawsuits alleging that the Company has violatedydgpt or trademark laws will be filed against tiempany. Intellectual property claims,
whether meritorious or not, are time consuming ewstly to resolve, could require expensive chamg#se Company’s methods of doing
business, or could require the Company to enterdastly royalty or licensing agreements. The Camypaay be subject to patent disputes,
and be subject to patent infringement claims aCbmpanys services expand in scope and complexity. Inqadai, the Company may fa
additional patent infringement claims involving iars aspects of the Payments businesses.

From time to time, the Company is involved in otbesputes or regulatory inquiries that arise indhdinary course of business. The nurr
and significance of these disputes and inquiriesrareasing as the Compasyusiness expands and the Company grows larggrclams
or regulatory actions against the Company, whethemitorious or not, could be time consuming, resuttostly litigation, require significat
amounts of management time, and result in the siimerof significant operational resources.
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9. Commitments and Contingencies (Continued)
Litigation after September 30, 2007

After September 30, 2007 and up to date, the Cogip&razilian subsidiary was also demanded in Iptases in Brazilian ordinary
courts and 179 new cases in consumer courts. Malmsunt has been accrued over these actions leezdass is not considered probable.

Other contingencies
As of September 30, 2007 the Company had reseri@d, $39 against some tax contingencies identifiexbime of its subsidiaries.

Operating Leases

The Company has leases for office space in thewsicountries it operates in. Total rental expemseunted to approximately $281,518
$104,890 for the three-month periods ended Septe8he007 and 2006, respectively. Total rentaleege amounted to approximately
$686,095 and $311,650 for the nine-month periodeerseptember 30, 2007 and 2006, respectively.

Minimum remaining annual commitments under the naneelable operating leases are as follows:

2007 (remaining three montt $270,29°
2008 432,84«
2009 74,86

$778,00:

Employment Contracts

Certain executive employees are employed underacistwhich provide for annual base salaries aggirgto approximately $1,210,000
per year, a performance based bonus, and some toergefits. The employment contracts automaticathew annually, if not previously
cancelled. All these contracts include clauses Wwhidhe event of employment termination withoutger reason, require payment of full
wages for one year after employment termination.

10. Initial Public Offering

In August 2007, the Company successfully compléterkgistration process (the “offering”) with thimited States Securities and Exchange
Commission (“SEC”) through which 16,077,185 sharesommon stock were sold to J.P. Morgan Securitiesand Merrill Lynch, Pierce,
Fenner & Smith Incorporated at $18.00 per sharedesunderwriting discount of 4.5%. Out of thattp®,608,696 shares of common stock
were sold by the Company and 13,468,489 were sokidzkholders.
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10. Initial Public Offering (Continued)

Also, the Company and certain stockholders of tam@any have granted to the Underwriters an opégarcisable for 30 days from
August 9, 2007, to purchase up to 2,411,577 additishares at the public offering price less theemwriting discount. Such option was

exercised on August 13, 2007 for all the sharedable, and out of that total, 391,304 shares vgetd by the Company and 2,020,273 were
sold by stockholders.

The net proceeds of offering totaled $49.6 milladter deducting the underwriting discount and afigrexpenses payable by the Company.

These proceeds have been used to repay a $9.6mullitstanding loan (including interest) with eBad the remainder will be used for
general corporate purposes.

This condensed consolidated financial statementd asd for the period ended September 30, 20@Hyding share and per share amounts,
include the effects of the offering as follows:

» sale of 3,000,000 shares of common stock, net @émwriting discount and offering expens

» conversion of all of the Company’s outstanding shaif preferred stock (mandatorily redeemable cditve preferred stock) and
different classes of common stock into shares ef@ass of common stoc

» final adjustment to fair value and reclassificatfoom liability to equity of all of the Compa’s outstanding warrant
» issuance of 184,273 shares upon the exercise @dhgan’s outstanding warrant

* % % %
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Iltem 2—Management’s Discussion and Analysis of Fimecial Condition and Results of Operations
Cautionary Statement Regarding Forward-Looking Staements

Certain statements regarding our future performamaée in this report are forward-looking statemefRtsward-looking statements may relate
to such matters as continued growth of online coromand Internet usage in Latin America; our abtlit expand our operations and adapt to
rapidly changing technologies; government regufgtitigation and legal liability; systems intertigns or failures; our ability to attract and
retain qualified personnel; consumer trends; secbreaches and illegal uses of our services; ctitigre reliance on third-party service
providers; enforcement of intellectual propertyhtiy our ability to attract new customers, retadising customers and increase revenues;
seasonal fluctuations; and political, social angheenic conditions in Latin America and Venezuelpamticular.

These statements are based on currently availaffolexiation and our current assumptions, expectation projections about future events.
While we believe that our assumptions, expectatintsprojections are reasonable in view of theenily available information, you are
cautioned not to place undue reliance on our falwaoking statements. These statements are noagigas of future performance. They are
subject to future events, risks and uncertaintiggany of which are beyond our control — as welbatentially inaccurate assumptions, that
could cause actual results to differ materiallyrirour expectations and projections. Some of theerigtrisks and uncertainties that could c:
actual results to differ materially from our expins and projections are described in Item 1AskRFactors” of this report. You should read
that information in conjunction with “Managemenbsscussion and Analysis of Financial Condition &webults of Operations” in Item 2 of
Part | of this report and our Unaudited CondensedsGlidated Financial Statements and related niotksm 1 of Part | of this report. We note
such information for investors as permitted by Bnvate Securities Litigation Reform Act of 1995 ére also may be other factors that we
cannot anticipate or that are not described inrgp®rt, generally because we do not perceive tiodme material, that could cause results to
differ materially from our expectations.

Forward-looking statements speak only as of the thaty are made, and we do not undertake to upltlese forward-looking statements except
as may be required by law. You are advised, howawaeview any further disclosures we make onteelaubjects in our periodic filings with
the Securities and Exchange Commission.

Overview

MercadolLibre, Inc. (together with its subsidiarias”, “we”, “our” or the “company”)hosts the largest online trading platform in Lakimerica
focused on enabling e-commerce and its relatedcgsnOur services are designed to provide oususih mechanisms to buy, sell, pay for
and collect on e-commerce transactions effectiaely efficiently. With a market of over 550 milligeople and a region with one of the fastest-
growing Internet penetration rates, we provide lbsigsd sellers with a robust online trading envinent that fosters the development of a |
and growing e-commerce community. We offer a tetdgioal and commercial solution that seeks to askltke distinctive cultural and
geographic challenges of operating an online tigag@iatform in Latin America.
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In August 2007, we successfully completed ourahiiublic offering through which 16,077,185 shasésommon stock were sold to buyers at
$18.00 per share less an underwriting discount5$64 Out of that total, 2,608,696 shares of comstook were sold by us and 13,468,489
were sold by stockholders. Also, we along with @@rstockholders granted to the Underwriters aioapexercisable for 30 days from

August 9, 2007, to purchase up to 2,411,577 aduditishares at the public offering price less thegemwriting discount. The option was
exercised in full, and out of that total, and aidaial 391,304 shares were sold by us and 2,0282f8 sold by the selling stockholders.

We operate in several reporting segments: the Metdare marketplace segments include Brazil, ArgentMexico and Other countries
(Chile, Colombia, Costa Rica, Dominican Republicu&dor, Panama, Peru, Uruguay and Venezuela). HieaddoPago segment includes our
regional payments platform consisting of our Med@algo business.

We offer our users two principal services:

* The MercadoLibre marketplace: The MercadoLibre ragnlace is a fully-automated, topically-arranged aser-friendly online
trading service. This service permits both busiegssd individuals to list items and conduct tBaies and purchases online in
either a fixed-price or auction-based format. Aiddiglly, through online classified advertisemenis; registered users can also list
and purchase motor vehicles, vessels, aircraftestate and services. Any Internet user can bralrsegh the various products ¢
services that are listed on our website and regigth MercadoLibre to list, bid for and purchasenis and service

» The MercadoPago online payments solution: To cometd the MercadoLibre marketplace, we developedhtinPago, an
integrated online payments solution. MercadoPaglessgned to facilitate transactions on the Mert#date marketplace by
providing a mechanism that allows our users to dgueasily and promptly send and receive paymenmlise.

Recent Developments

On Tuesday, September 12th, we launched our new mggments platform in Chile, MercadoPago 3.0. Mdafago 3.0 removes the escrow
component and shifts the payment of the procegsmdrom the buyer to the seller, thereby makirgplocess faster and more compelling.
buyer will continue to pay the financing cost if tieshe decides to purchase in installments.

On September 17, 2007, the Board, upon the recohatien of the Compensation Committee of the Boaddbpted a compensation plan for
outside directors, as described in Note 7 to ounsolbidated financial statements. The form of ret#d stock award agreement for outside
directors is filed as Exhibit 10.2 to this report.

On September 20, 2007, we announced that the lodaidectors of the Company (the “Board”) had irased the size of the Board to seven
directors and elected Anton J. Levy and Veronidaifde Serra as new directors. Mr. Levy was appdiatea Class | director and his initial
term will expire after our annual meeting of stockters in 2008. Mr. Levy was appointed to the Atimmittee of the Board and will serve
as the Chairman of the Audit Committee. Ms. Seraa appointed as a Class Ill director and her irtiglan will expire after our annual meeti
of stockholders in 2010. Ms. Serra was appointgtiédCompensation Committee of the Board and wile as the Chairman of the
Compensation Committee. In connection with the agptents, Marcos Galperin resigned from the Auditrinittee and the Compensation
Committee.
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Principal trends
Growth in net revenue over comparable periods fyear to year

Since our inception, we have consistently genenseenue growth from the MercadoLibre marketplawe ercadoPago, driven by the str
growth of our key operational metrics. Our growimet revenues for the three-months ending Septedthe007, as compared to the same
period for 2006, was 60.6% and 141.8% for the Maéot#bre marketplace and MercadoPago payments piatfiespectively. As our business
grows we expect that at some point in time this cdtincrease, from year to year, of net revenuestiae related operational metrics, will
decline.

High but declining gross profit margir

Our business has generated sustained high grofisrpangins over time, as defined by total net rawes minus total costs of goods sold. These
gross profit margins were 80.3% for 2004, 78.3%2005, and 76.8% for 2006. This variation is atitéle to the lower gross profit margin:
our MercadoPago business, which for 2005, 2006f@nithe three-month period ended September 30, 2Rp@rienced a faster rate of increase
than our MercadoLibre marketplace business. Bardtiegse past trends, we expect that cost of nehres could continue to increase as a
percentage of net revenues as revenues relatedrmailbPago grow faster relative to MercadoLibreketatace revenues. However, we may
be able to partly offset this increase in costhwitreased economies of scale in customer sef8&c¢onnectivity and site operations, as well
as improved economic terms obtained from paymesttgssors, as was the case in the three-month praet! September 30, 2007, in which
gross profit margins improved to 77.2% from 76.1%%the same period in 2006, even though net revefraesn MercadoPago for these periods
as a percentage of net revenues increased frorf1t4.20.4%.

Improving operating income margil

We have generated and expect to continue to genecahomies of scale in operating expenses. Fdahthe-month period ending on
September 30, 2007 operating expenses increaseld\aer rate than our net revenues. For the threetims ended September 30, 2007 our
operating income margins, defined as income froeratons as a percentage of net revenues, impfoyed8.7% for 2006, to 26.3% for 20(
mostly driven by the impact of these economiescafes We anticipate that our operating cost stinectuill continue to grow in absolute terms,
but at a slower rate than net revenues, leadimgpeooving operating margins.
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Description of line items
Net revenue
We recognize revenues in each of our reporting sagsn The MercadoLibre marketplace segments inddreeil, Argentina, Mexico and
Other countries (Chile, Colombia, Costa Rica, Dao@in Republic, Ecuador, Panama, Peru, Uruguay &mdXxuela). The MercadoPago
segment is our regional payments platform whiclrefer to as MercadoPago business.
We generate revenues from the MercadoLibre maketptegments from:
» listing fees;
» optional feature fee:
» final value fees; an
» online advertising
We generate revenues from our MercadoPago payrsegisent by charging users that use MercadoPagmmission that during the three-

month period ended September 30, 2007 averageélboldf.the payment amount being made by the useugrthe system, which we
recognize once the transaction is completed.

Our MercadoLibre marketplace is available in 12ntdas (Argentina, Brazil, Chile, Colombia, Costid& Dominican Republic, Ecuador,
Mexico, Panama, Peru, Uruguay and Venezuela), aardddoPago is available in five countries (ArgemtiBrazil, Mexico, Venezuela and
Chile). The functional currency in each countryfemtions is the local currency. Therefore, ourreeeénues, are generated in multiple foreign
currencies and then translated into U.S. dollatk@tverage monthly exchange rate.

Cost of net revenues

Cost of net revenues primarily represents bankcaedit card processing charges for transactiongeggipaid with credit cards and other
payment methods, certain taxes on revenues, comt@m$or customer support personnel, ISP conniggttharges, and hosting and site
operations fees.

Our subsidiaries in Brazil, Argentina, Venezueld &volombia are subject to certain taxes on reventnish are classified as cost of net
revenues. These taxes represented 6.0% of netueséor the three-month period ended Septembe2(ELY,.

Product and technology developm

Our product and technology development related msgee consist primarily of depreciation and amatittracosts related to product and
technology development, compensation for our ergging and web-development staff, telecommunicatawsts and payments to third-party
suppliers that provide technology maintenance sesvio our company.

Sales and marketing

Our sales and marketing expenses consist primafrityarketing costs for our platforms through onlarel offline advertising, bad debt
charges, the salaries of employees involved iretlaesivities, public relations costs, promotionetivaties for our users and depreciation and
amortization costs.
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We carry out the vast majority of our marketingoet§ on the Internet, where we enter in agreemaitisportals, search engines and other sites
that seek to attract Internet users to the Mercdmtelmarketplace and convert them into confirmegstered users and active traders on our
platform. Additionally, we invest a portion of oorarketing budget on cable television advertisingyrider to improve our brand awareness and
to complement our online efforts.

We also work intensively on attracting, developamgl growing sellers through our supply efforts. Nége dedicated professionals in most of
our operations that work with sellers through trablew participation, seminars and meetings to piethem with important tools and skills to
become effective sellers on our platform.

General and administrative

Our general and administrative expenses consistgpily of salaries for management and administeasitaff, fees and expenses for legal,
accounting and other professional services, offfiaEce, travel and business expenses, as well escggpn and amortization costs. General
and administrative expenses include the costseofaffowing areas of our company: general managénfieance, administration, accounting,
legal and human resources.

Other income (expenses)

Other income (expenses) consists of interest exppand other financial charges, interest incomevddrprimarily from our short-term
investments and cash equivalents, foreign currgadys or losses, the effect of changes in thevilire of outstanding warrants, and other non-
operating results.

Income / asset ts

We are subject to federal and state taxes in theet)States, as well as foreign taxes in the melfiyrisdictions where we operate. Our tax
obligations consist of current and deferred incéax@s and asset taxes incurred in these jurisd&tidd/e account for income taxes following
the liability method of accounting. Therefore, cnzome tax expense consists of taxes currentlylgayd any (given that in certain
jurisdictions we still have net operating loss g-forwards), plus the change during the period indeferred tax assets and liabilities. We are
also subject to taxes on revenues in Brazil, AigenVenezuela and Colombia that are classifiecbasof net revenues as discussed above.

Critical accounting policies and estimates

The preparation of our consolidated financial stegsts and related notes requires us to make judgirestimates and assumptions that affect
the reported amounts of assets, liabilities, reesrand expenses, and related disclosure of contiagsets and liabilities. We have based our
estimates on historical experience and on varidlusr@ssumptions that we believe to be reasonaideruhe circumstances, the results of
which form the basis for making judgments aboutdieying values of assets and liabilities thatreotreadily apparent from other sources.
Our management has discussed the developmenttiseland disclosure of these estimates with ourdo&directors. Actual results may
differ from these estimates under different assionptor conditions.

An accounting policy is considered to be critidat requires an accounting estimate to be madedas assumptions about matters that are
highly uncertain at the time the estimate is maae, if different estimates that reasonably coulehzeen used, or changes
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in the accounting estimates that are reasonal#{ylifo occur periodically, could materially impdbe consolidated financial statements. We
believe that the following critical accounting pmdéis reflect the more significant estimates andmagsions used in the preparation of our
consolidated financial statements. You should teadollowing descriptions of critical accountingligies, judgments and estimates in
conjunction with our consolidated financial statemseand other disclosures included in this report.

Impairment of lon-lived assets and goodwiill

We review long-lived assets for impairments whenewents or changes in circumstances indicatettieatarrying value of an asset may not
be recoverable. Recoverability of assets to be &uettused is measured by a comparison of the ngraynount of an asset to undiscounted
future net cash flows expected to be generatetidasset. If such assets are considered to bergdpa this basis, the impairment loss to be
recognized is measured by the amount by whichdhgiog amount of the assets exceeds the fair valtiee assets.

Goodwill is reviewed at least annually for impaimhdmpairment of goodwill is tested at the repagtunit level by comparing the reporting
unit’s carrying amount, including goodwill, to tfesr value of the reporting unit. The fair valudsite reporting units are estimated using a
combination of the income or discounted cash flapgroach and the market approach, which utilizespasable companies’ data. If the
carrying amount of the reporting unit exceedsats¥alue, goodwill is considered impaired and eosel step is performed to measure the
amount of impairment loss, if any. No impairmenererecognized during the reporting periods.

We believe that the accounting estimate relatachpairment of long lived assets and goodwill igiei@al accounting estimate because it is
highly susceptible to change from period to pebedause: (1) it requires management to make asgma@tbout future interest rates, sales
costs; and (2) the impact that recognizing an immpant would have on the assets reported on ounbalsheet as well as our net income wi
be material. Management’s assumptions about figales and future costs require significant judgment

Provision for doubtful accoun

We are exposed to losses due to uncollectable atxand credits to sellers. Provisions for themmd represent our estimate of future losses
based on our historical experience. Historically;, actual losses have been consistent with ougelsaHowever, future changes in trends ¢
result in a material impact to future consolidaséatements of income and cash flows.

Legal contingencie

In connection with certain pending litigation antier claims, we have evaluated whether a lossoisginie and have estimated the range of
probable losses and provided for such losses throbgrges to our consolidated statement of op&stibhese estimates have been based on
our assessment of the facts and circumstancestbadance sheet date and are subject to changd bpen new information and future
events.

From time to time, we are involved in disputes t@te in the ordinary course of business, and evead expect this trend to change in the
future. We are currently involved in certain legabceedings for which we believe we have merit@idafenses, and will accordingly defend
ourselves vigorously. However, even if successfut,defense could be costly and could divert mamage's
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time. If the plaintiffs were to prevail on certailaims, we might be forced to pay damages or maalifybusiness practices. Any of these re:
could materially harm our business and could reéaudtmaterial adverse impact on the financial jpas;j results of operations or cash flows.

Income taxe

We are required to recognize a provision for incaaxes based upon the taxable income and tempdiféeyences for each of the tax
jurisdictions in which we operate. This procesaurgp a calculation of taxes payable under culyesritbicted tax laws in each jurisdiction ¢

an analysis of temporary differences between tlok lamd tax bases of our assets and liabilitiesiidticg various accruals, allowances,
depreciation and amortization. The tax effect esthtemporary differences and the estimated taafidvérom our tax net operating losses are
reported as deferred tax assets and liabilitiegiinconsolidated balance sheet. We also asseiketligood that our net deferred tax assets will
be realized from future taxable income. To the mixtee believe that it is more likely than not tsame portion or all of the deferred tax asset
will not be realized, we establish a valuationwhmoce. At September 30, 2007, we had a valuatiowahce on certain foreign net operating
losses based on our assessment that it is mohg til@n not that the deferred tax asset will notdsdized. To the extent we establish a
valuation allowance or change the allowance inriogewe reflect the change with a correspondirggease or decrease in our tax provision in
our consolidated statement of income.

Results of operations for the three-month period etied September 30, 2007 compared to three-month ped ended September 30, 2006
and the nine-month period ended September 30, 20@dmpared to the nine-month period ended Septembel032006.

The selected financial data for the three- and-nimenth periods ended September 30, 2007 and 28@6teen derived from our unaudited
condensed consolidated financial statements indletkewhere in this report. These statements ieclichormal recurring adjustments that
management believes are necessary to fairly preserfinancial position, results of operations aagdh flows. Results of operations for the
three and nine-month periods ended September 87, &@ not necessarily indicative of the resulés thay be expected for the year ended
December 31, 2007 or for any other period.

32



Table of Contents

Statement of operations data

(In millions)
Nine Months Ended September 30, Three Months Ended September 30,
2007 2006 2007 2006
(Unaudited)
Net revenue $ 58.2 $ 36.€ $ 22.¢ $ 13.2
Cost of net revenue (12.§) (8.9) (5.2) (3.2
Gross profil 45.4 28.2 17.€ 10.1
Operating expense
Product and technology developm (3.2 (2.3 (1.2 (0.8
Sales and marketir (19.6) (16.6) (7.0 (6.2)
General and administrati\ (9.0 (5.9) (3.5) (2.7)
Total operating expens (3.9 (24.8) (11.6) (8.9
Income from operation 13.€ 3.4 6.C 1.1
Other income (expense:
Interest incomt 0.9 0.2 0.4 0.1
Interest expense and other financial cha (1.2 (1.9 (0.9) (0.5
Foreign currency los 1.9 (0.2) (0.8) (0.2
Other expenses, n (3.0 (1.3 (1.0 (0.2
Net income before income / asset tax expt 8.5 0.8 4.2 0.5
Income / asset tax exper 4.1 (1.6 (1.9 (0.9
Net income (loss 4.4 (0.8 2.8 0.C
Accretion of preferred stoc (0.3 (0.4 (0.7) (0.1)
Net income / (loss) available to common sharehsl $ 4.1 $ (1.9 $ 2.7 $ (0.2)
Other Data
(In millions)
Nine Months Ended September 30, Three Months Ended September 30,
2007 2006 2007 2006
(Unaudited)
Number of confirmed registered users at end ofopk* 23.% 16.5 23.5 16.5
Number of confirmed new registered users duringpple? 5.1 4.4 1.7 1.€
Gross merchandise volurie $ 1,050 $ 746.5 % 394¢ % 283.7
Number of successful items s¢* 12.€ 9.8 4.€ 3.7
Total payment volume $ 1012 $ 586 $ 43¢ % 23.1
$ 17 8 01 $ 0.2

Purchase of intangible assets, property and equif $ 2.1

1—Measure of the cumulative number of users wheheygistered on the MercadoLibre marketplace anfirooed their registration.
2—Measure of the number of new users who havetergid on the MercadoLibre marketplace and confirthed registration.

3—Measure of the total U.S. dollar sum of all tietions completed through the MercadoLibre markefal excluding motors, real estate and
services.

4—Measure of the number of items that were soldfpased through the MercadoLibre marketplace.

5—Measure of the total U.S. dollar sum of all ti@et®ons paid for using MercadoPago.

Net revenue

Net revenues were $22.8 million for the tt-month period ended September 30, 2007, an incfe&®6 million, or 72.4%, from net revenues
of $13.2 million for the same period in 2006. Timsrease was attributable to a 60.6% increasevieniges derived from our MercadoLibre
marketplace, from $11.3 million for the three-mop#riod ended September 30, 2006 to $18.1 millioriife same period in 2007, and to a
141.8% increase in revenues derived from MercadoMagm $1.9 million to $4.7 million for the samenmods.

Growth in MercadoLibre marketplace revenues redutencipally from a 39.2% increase in the grossahandise volume transacted through
our platform, and from an increase in our take,rd¢dined as marketplace revenues as a percentggess merchandise volume, from 4.0% to
4.6%. The growth in MercadoPago revenues resultedipally from an 89.0% increase in the total p&yts completed on our MercadoPago
payments platform, and from an increase in our take defined as payments revenues as a percesftagal payment volume, from 8.4% to
10.7%. Net revenues for the nine-month period endin
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September 30, 2007 where $58.2 million, a $21.6anilor 59.1%, increase over the same nine-moattogd of the previous year. This growth
was the result of 52.9% growth in the MercadoLimarketplace revenues, from $31.7 million for thistfninemonths of 2006 to $48.4 millic
for the same period in 2007, and a 99.2% growftfiéncadoPago revenues, from $4.9 million to $9.8ionilover the same comparables
periods.

Growth in the MercadoLibre marketplace was attelyprimarily to gross merchandise volume growth@B% for the nine-month period
ending on September 30, 2007. Growth in MercadoRaggattributable to a 72.7% growth in total payteemlume for that same period.

On a segment basis, during the three-month peridthg September 30, 2007 net revenue increase@.Byndillion compared to the same
period of 2006 primarily due to increases of $3ibiam, or 55.6% in our Marketplace in Brazil, $1n2llion, or 58.5% in our Marketplace in
Argentina, $0.9 million, or 57.2% in our Marketpdaint Mexico, $1.3 million or 87.4% from Marketplace all other countries and $2.7
million, or 141.8% from our MercadoPago paymengdfprm.

For the nine-month period ending September 30, 280&nue growth by segment compared to the saniedder 2006 was attributable
primarily to an increase of $7.7 million, or 41.7&mnet revenues in our Marketplace Brazil, of $3illion, or 60.8% in our Marketplace in
Argentina, $2.6 million, or 59.5% in our Marketpéainn Mexico, a combined growth of $3.5 million @.8% for our Marketplaces in all other
countries, and a $4.9 million, or 99.2% growth ftercadoPago.

Cost of net revenues

Cost of net revenues were $5.2 million and $12 I8anifor the three-month and nine-month perioddeshSeptember 30, 2007, respectively,
an increase of 64.0% and 52.3% from cost of netimegs for the same periods in 2006. Cost of netmgss improved to 22.8% of net reven
for the three-month period ended September 30, 2007 23.9% for the same period in 2006, and t®@2R0of net revenues for the first nine-
months of 2007 from 23.0% for the first nine-monti’ 006. These increases were primarily attribletédo additional billing and collections
costs, sales taxes, and customer support expesslitur

Billing and collections fees increased by $0.9 imil] or 71.6% for the three-month period ended &aper 30, 2007 compared to the same
period in 2006, and by $1.6 million, or 49.2%, fiee first nine-months of 2007 compared to 2006eS#xes on our net revenues increased by
$0.6 million, or 81.9%, and $1.3 million, or 63.986r the three and nine-month periods ended SemeB® 2007, respectively, compared to
the same period for 2006. Expenditures in our ingeocustomer support operations grew in the anafu$2.3 million, an increase of 36.8%
compared to the three-month period ended SepteBth&006, and increased by $1.1 million, or 53.&étnpared to the nine-month period
ended September 30, 2006, as we invested in imgreseice, initiatives to combat fraud, illegahite and fee evasion.

Product and technology developm

Product and technology development expenses wePendillion for the three-month period ended Septen89, 2007, an increase of $0.4
million, or 47.6%, from $0.8 million for the samenmd in 2006. For the nine-month period ended &aper 30, 2007 these expenses were
$3.2 million, representing an increase of $0.9iomll or 40.2%, over the same period for 2006. Pcbend
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technology development expenses as a percentage rdvenues improved to 5.1% for the three-moetiod ended September 30, 2007 from
5.9% of net revenues for the same period for 2806,to0 5.4% of net revenues for the nine-monthe@®kptember 30, 2007, from 6.2% for
the same period for 2006.

The growth in product and technology developmepeases was primarily attributable to an increasmimpensation costs of 80.0% and
74.2% for the three and nimeenth periods ended September 30, 2007, respactmetr the same periods for 2006. These added eosapior
expenses, growing at a faster rate than revenuesewrimarily related to the addition of enginesssve continue to invest in top quality ta

to develop enhancements and new features acrossadimrg platforms. We believe product developmeriie one of our key competitive
advantages and intend to continue to invest in d@édgineers to meet the increasingly sophisticateduct expectations of our customer base.

Sales and marketing

Sales and marketing expenses were $7.0 milliothfathree-month period ended September 30, 2007ceease of $0.9 million, or 15.3%,
from $6.1 million over the same period in 2006. fa nine-month period ended September 30, 20@8 sald marketing expenses were $19.6
million, an increase of $3.0 million, or 17.9%, otlee same period for 2006. Sales and marketingreses represented 30.6% of our net
revenues for the three-month period ended SepteBthe&007 and 33.7% of net revenues for the ninatimperiod ended September 30, 2007,
down from 45.8% and 45.5% for the same three ane-nmionth periods in 2006.

The growth in sales and marketing expenses respitetdarily from our increased expenditures in oaladvertising programs in the amount of
$0.8 million, a 24.6% increase over the three-mgmttiod ended September 30, 2006 and of $2.3 mjlac28.0% over the nine-month period
ended September 30, 2006. Online advertising repted 17.4% and 18.4% of our net revenues in tfee thnd nine-month period ended
September 30, 2007 respectively, down from 24.1862219% for the same periods in 2006. Sales an#atiag expenses also grew from 2!

to 2007 due to an increase in compensation costeiamount of $0.2 million, or 29.0%, for the #@onth period ended September 30, 2007
and $0.4 million, or 23.4%, for the nine-month pdrended September 30 2007, driven by additioredd@unt and higher salaries to retain
talent. Additionally, bad debt charges decreasefl.B% for the three-month period ended Septembe2@W7 when compared to the same
period one year earlier, and increased by 1.6%hfofirst nine months of 2007 when compared tostirae period of 2006.

General and administrative

Our general and administrative expenses were $Blibmfor the three-month period ended Septemlier2B07, an increase of $1.4 million, or
68.1%, over the same period for 2006, and $9.0anifor the nine-month period ended September 807 2an increase of $3.1 million, or
52.2%, over the same period during 2006. As a p¢aige of net revenues, our general and adminigtratipenses were 15.3% for the three-
month period ended September 30, 2007, an improveover the 15.7% for the same period in 2006 &nd% for the first nine months of
2007 compared to 16.1% for the same period of 2006.

The major component that drove growth in generdladministrative expenses over the comparable ¢gefar the previous year was $0.6
million in increased compensation costs duringttitee-month period ended September 30, 2007, &6fate of growth,
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and a $1.3 million increase in compensation casts,44.0% rate of growth, during the nine-monthqekended September 30, 2007. These
added compensation costs primarily went to hirateféil employees to support our growing business @ublic company requirements,
together with higher salaries to retain talent. biddally, outside service fees grew $0.4 milliam,79.5%, for the three-month period ended
September 30, 2007 when compared to the same mhrigdy 2006, and $0.9 million, or 63.4%, for thwstfnine months of 2007 when
compared to the same period of 2006, due to inecelegal expenses, and as we incurred in additmoss associated with being a publicly
traded company.

Other income (expenses)

Our other income (expense) were $1.8 million fer three-month period ended September 30, 200hcapase of $1.1 million from other
expenses of $0.7 million for the same period in&F®r the ningnonth period ended September 30, 2007 other expevee $5.2 million, a
increase of $2.6 million from $2.6 million duriniget same period for 2006. The increase during treetmonth period ended September 30,
2007 was primarily a result of an increase of $0ilfion in expenses accrued to account for thedase in the fair value of warrants, up 31C
to $1.0 million, from $0.2 million for the same pmt in 2006. Additionally expenses for foreign @ncy loss were $0.8 million, an increase of
$0.7 million from $0.1 million for the same period2006. These expenses were partially offset by $tllion in interest income, up 327.7%,
or $0.3 million, from $0.1 million for the same et during 2006. For the nine-month period endept&aber 30, 2007, the increase in other
income (expenses) was also primarily attributabl$3.0 million in expenses accrued to accountHeribcrease in the fair value of warrants
166.3% from $1.1 million for the same period in 808nd $1.8 million in foreign currency loss, aorgase of $1.7 million from $0.1 million
for the same period in 2006. These charges wetmlpaoffset by a $0.7 million increase in interéscome, up 390.5% from $0.2 million for
the nine-month period ended September 30, 2008).® million during the same period in 2007.

Income and asset t:

Our reported income and asset tax expense fohtee-4month period ended September 30, 2007 wasdillidn compared to a reported tax
expense of $0.4 million for the same period in 2Q06increase of $1.0 million, or 226.7%. For tirermonth period ended September 30,
2007 reported tax expense was $4.1 million comptr&d.6 million for the same period in 2006, acrégase of $2.5 million, or 159.4%. Our
effective tax rate as a percentage of income béfm@me and asset tax was 33.5% for the three-mueribd ended September 30, 2007 and
48.4% for the nine-month period ended Septembe?@07.

Liquidity and capital resources

Our main cash requirements purchases of propedyegnipment relating to technology infrastructune aoftware applications. The significi
components of our working capital are cash equitaleshort-term investments, accounts receivablmunts payable and accrued expenses,
and funds receivable from and payable to MercadoRagrs. At September 30, 2007, our principal soofdiquidity was $62.9 million of
cash and cash equivalents, and short-term invessmanovided for by our initial public offering agell as generated from our operations. We
believe that the proceeds raised during our inftiddlic offering and the cash to be generated fiutore operations will be sufficient to cover
current and anticipated purchases of property goipenent and working capital needs for the foresksefuture.
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The following table presents our cash flows fronergping activities, investing activities and finamgactivities for the nine-month periods
ended September 30, 2006 and 2007:

(In millions) Nine-months Ended September 3(
2007 2006

Net cash provided by (used il

Operating activitie: $ 7.7 $ 37
Investing activities (45.1) (4.6)
Financing activitie: 442 0.C
Effect of exchange rates on cash and cash equis: 0.4 0.1
Net increase (decrease) in cash and cash equis $ 7.4 $ (0.9

Net cash provided by operating activit

Net cash from operating activities was $7.7 millfonthe nin-month period ended September 30, 2007 as compafk2i7 million for the
same period during 2006, an increase of $4.0 mikin110%. This improvement was primarily a resfilan increase in net income before
change in fair value of warrants of $7.0 millioo,%7.4 million for the nine-month period ended ®epber 30, 2007 when compared to $0.4
million for the same period of 2006. Additionallsgsh provided by operations was positively impattedn increase of $1.2 million in funds
payable to customers, up to $3.4 million for theeninonths ended September 30, 2007, from $2.2omitluring the same period of 2006.
These increases in cash provided by operations eftset by cash used by operations, primarily ameéase of $3.9 million in funds receivable
from customers, up to $7.0 million for the nine nienended September 30, 2007 from $3.1 milliortHersame period of 2006.

Net cash used in investing activit

Net cash used in investing activities was $(45.ill)an for the nineemonths ended September 30, 2007 compared to $dliE)n during the
same period for 2006. Net cash used in investitigities resulted primarily from purchases of intreents with the cash raised during our
initial public offering, as part of our financialvestment strategy.

Purchases of investments accounted for $(49.9)omitif cash used in investing activities during tiiree-month period ended September 30,
2007. This consumption of cash was partially oftha@ing the first nine months of 2007 by proceedsfthe sale of investments for $6.9
million. Net cash from investing activities wasabsffected by capital expenditures related to tetdgical equipment, software licenses and to
a lesser degree office equipment, in the amoun®® df million for the nine-month period ended Segier 30, 2007.
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Net cash provided by financing activiti

Cash provided from financing activities was $44ifliom as the issuance of common stock from outiahpublic offering provided for $49.6
million of cash from financing. During the issuane& sold 2,608,696 shares of common stock to Isugie$18.00 per share less an
underwriting discount of 4.5%. We also grantedh® tinderwriters an option, exercisable for 30 dey® August 9, 2007, to purchase up
391,304 additional shares at the public offerinigeptess the underwriting discount. This option wasrcised in full. Cash used in financing
activities was $(9.0) million as we paid back pijrat from a loan outstanding with eBay, Inc.

Debt

We financed the acquisition of DeRemate, Inc. witban from eBay, Inc., one of our stockholderghimamount of $12.0 million, secured by
our assets, including equity interests we haveisedin DeRemate, Inc. The loan bore an interasto&7% per year, payable in November of
each year. The loan matured at the issuance ofigeswuring our initial public offering. At Septéer 30, 2007, no principal and interest on

the loan remained outstanding as we repaid theitoanl with a portion of the net proceeds of dnitial public offering.

On occasion we finance certain working capital iegments of our MercadoPago operations in Brazdufjh loans with third parties backed
by credit card receivables through an intermedienyk. These operations are accounted for as lagaragteed by such receivables. As of
September 30, 2007 we had $3.1 million in loanthisftype.

Capital expenditures

Our expenditures in property and equipment copsistarily of purchases of hardware and softwarerlges necessary to maintain and update
the technology of our platform, and to a lesseréegffice equipment. These expenditures incre@8etimillion, or 25.3%, to $2.1 million for
the first nine-months of 2007 as compared to $lillfom for the same period of 2006.

We believe that our existing cash and cash equitsl¢he net proceeds from our initial public afigrand cash generated from operations will
be sufficient to fund our operating activities, peoty and equipment expenditures and other obtigatgoing forward.

Off-balance sheet arrangements

At September 30, 2007, we did not have any offiedasheet arrangements or relationships with umdiolased entities for the purpose of
facilitating contractually narrow or limited purpes
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Recent accounting pronouncements
Fair Value Measuremen

In September 2006, the FASB issued SFAS No. 154y Value Measurements” (“SFAS 157”). The changesurrent practice resulting from
the application of SFAS 157 relate to the defimitaf fair value, the methods used to estimatevaine, and the requirement for expanded
disclosures about estimates of fair value. Thendedn of fair value retains the exchange priceomin earlier definitions of fair value. SFAS
157 clarifies that the exchange price is the prican orderly transaction between market partidipsém sell the asset or transfer the liability in
the market in which the reporting entity would saat for the asset or liability. SFAS 157 is effeefor financial statements issued for fiscal
years beginning after November 15, 2007. The Compaaurrently analyzing the impact that the adapiof SFAS 157 will have on tt
Company’s consolidated financial statements.

Fair value for Financial Assets and Liabiliti

In February 2007, the FASB issued Statement ofrfeilah Accounting Standards No. 159, “The Fair Valygtion for Financial Assets and
Financial Liabilities — Including an Amendment oAEB Statement No. 115" (“SFAS 159”) which is effgetfor fiscal years beginning after
November 15, 200"

This statement permits an entity to choose to mreamany financial instruments and certain othen@at fair value at specified election dates.
Subsequent unrealized gains and losses on itemghfoh the fair value option has been elected béllreported in earnings. The Company is
currently analyzing the impact that the adoptioi8BAS 159 will have on the Company’s consolidatedrfcial statements.

Contractual obligations

We have certain fixed contractual obligations anchmitments that include future estimated payme@itnges in our business needs,
cancellation provisions and other factors may tasuctual payments differing materially from tbgtimates. We cannot provide certainty
regarding the timing and amount of payments. Baka summary of the most significant assumptiomslus our determination of amounts
presented in the table. Contractual obligatiorSegttember 30, 2007 are as follows:

Payment due by period

Less More

thanl  1-3 3-5 than5

(In millions) Total _year ears years ears
Operating lease obligations ( 08 0€ 02 — —
Purchase obligatior 5.7 5€ 0.1 —
Total $6.5 $6.2 $0.23 — =

(1) Includes leases of office spa
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We do not have long-term debt obligations. We Hagses for office space in certain countries whes@perate. These are our only operating
leases. Purchase obligation amounts include minimpuichase commitments for advertising, capital egtares (technological equipment ¢
software licenses) and other goods and servicésvéira entered into in the ordinary course of besén We have developed estimates to pr
payment obligations based upon historical trendigmavailable, and our anticipated future obligatidGiven the significance of performance
requirements within our advertising and other agesments, actual payments could differ significafiyn these estimates.

ltem 3—Qualitative and quantitative disclosure abot market risk

We are exposed to market risks arising from ouirtass operations. These market risks arise maiaiy the possibility that changes in inte
rates and the U.S. dollar exchange rate with logekencies, particularly the Brazilian real duetazil’'s share of our revenues, may affect the
value of our financial assets and liabilities.

Foreign currencie:

We hold cash and cash equivalents in local curesnici our subsidiaries, and have receivables devaied in local currencies in all our
operations. Our subsidiaries also incur most af #sgenses in local currency. As a result, oursglifiries use local currency as their functit
currency.

At September 30, 2007, our total cash and caslvalgmits denominated in these foreign currenciededt$5.3 million, and accounts receive
and funds receivable from customers in foreignengies totaled $19.7 million. To manage exchantgerisk, our treasury policy is that we
transfer all cash and cash equivalents of our didygés in excess of working capital requiremente dollar-denominated accounts in the
United States. At September 30, 2007, these dd#apminated cash and cash equivalents totaledn§ifli@n. If the U.S. dollar weakens
against foreign currencies, as occurred in manyims where we operate in the recent past, timslation of these foreign-currency-
denominated transactions will result in increasedravenues, operating expenses, and net incomdafy, our net revenues, operating
expenses and net income will decrease if the Whllardstrengthens against foreign currencies. Qyitie nine-month period ending
September 30, 2007, 58.6% of our revenues werendieated in Brazilian reais,
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15.0% in Argentine pesos and 13.2% in Mexican peatisle we have entered in the past into transastto hedge portions of our foreign
currency translation exposure, these are expeasigaluring the nine-month period ending Septembe307 we did not enter in any such
hedging transactions.

The following table summarizes the distributiomet revenues based on geography:

Nine-Months Ended September 30 Three Months Ended September 3C
2007 2006 2007 2006
Brazil $ 34.1 $ 22.C $ 13.€ $ 7.€
Argentina 8.7 5.t 3.t 2.2
Mexico 7.7 5.C 2.7 1.8
Others 7.7 4.1 3.C 1.€
TOTAL $ 58.2 $ 36.€ $ 22.¢ $ 13.2

We have estimated that the year over year impagexcifiange rate fluctuations on our results of djgera for the three-month period ended
September 30, 2007 resulted in higher net reveoliagproximately $1.6 million and an increase istaaf net revenues and operating expe
of approximately $1.1 million. For net income weirasite an increase of $0.2 million for the threenthoperiod ended September 30, 2007.
These calculations were made taking the average¢hiyoexchange rates for each month in the thirdtguaf 2006 and applying them to the
corresponding months in 2007, so as to calculats whr financial results would have been had exgbaates remained stable from one year
to the next.

Interest

Our earnings are also affected by changes in isitea¢es. These changes can have an impact ontetgst expenses derived from discounting
our MercadoPago receivables. Interest fluctuatemgd also negatively affect certain floating rateestments that we hold. At September 30,
2007, MercadoPago funds receivable from custone¢ated approximately $17.2 million and we had nediinvestments in variable interest
rate instruments, but we had investments in monansket funds that could invest in variable interas¢ instruments. We believe that given
financial position the overall direct impact of sificant interest rate variances would not be niak@nd would not cause major disruptions to
our operations.

At September 30, 2007 we no longer had any deligatidns outstanding that would be subject to ederate risks.
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Item 4—Controls and Procedures

The Company maintains disclosure controls and phares that are designed to ensure that informagiquired to be disclosed in the
Company’s Securities and Exchange Act reportsasroed, processed, summarized and reported whkitimme periods specified in the
Securities and Exchange Commission’s rules anddpamd that such information is accumulated andneonicated to the Company’s
management, including its chief executive officed @hief financial officer, as appropriate to alltimely decisions regarding required
disclosure.

Evaluation of disclosure controls and procedures

Based on the evaluation of our disclosure contiol$ procedures (as defined in Securities Exchamg@fAl934 Rules 13a-15(e) and 15d-15
(e)) required by Securities Exchange Act Rules 13@@) or 15di5(b), our chief executive officer and our chiefdcial officer have conclud
that as of the end of the period covered by theme our disclosure controls and procedures wieetave.

Changes in internal controls

There were no changes in our internal control dwmancial reporting (as such term is defined ind&rLiBa-15(f) and 15d-15(f) under the
Securities Exchange Act) during our most recewgfigiuarter that have materially affected, or agsonably likely to materially affect, our
internal control over financial reporting.
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PART II. OTHER INFORMATION

ltem 1—Legal Proceedings
General

From time to time, we are involved in disputes tu@te in the ordinary course of our business. fitmaber and significance of these disputes is
increasing as our business expands and our congrams. Any claims against us, whether meritoriousat, are time consuming, can resu
costly litigation, require significant amounts ohmagement time, can result in the diversion ofi@ant operational resources and could
require expensive implementations of changes tdasiness methods to respond to these claims.|&ee-1A Risk Factors” for additional
discussion of the litigation and regulatory risksifig our company.

At September 30, 2007, our total reserves for mdice-related contingencies were approximately #fillfon for 288 legal actions against us
where we have determined that a loss is probabéedi\hot reserve for losses we determine to belgess remote.

As of September 30, 2007, we had 147 cases iafitig against our Brazilian subsidiary in the Bliari ordinary courts. In addition, at
September 30, 2007 our Brazilian subsidiary hadentioein 1,090 cases still in litigation in consumaarts, where a lawyer is not required. In
most of these cases, the plaintiffs asserted thatgre responsible for fraud committed against {t@mesponsible for damages suffered when
purchasing an item on the website, when using Mkieago, or when we invoiced them. We believe we imagritorious defenses to these
claims and intend to continue defending them.

We do not believe that any single pending lawsu@dministrative proceeding, if adversely decidedyld have a material adverse effect on
our financial condition or results of operationscept for the proceedings described below. In edi¢hese proceedings we also believe we
have meritorious defenses, and intend to contimfiendling these actions. We cannot assure you thatilvsucceed in defending against any
of the following claims and, in each case, if waeveequired to pay all or a part of the amountgmed, it could have a material adverse effect
on our results of operations and financial conditio

Litigation

On March 28, 2003, Qix Skateboards Industria e Goimé.tda., or Qix, sued MercadoLivre.com Atividad#e Internet Ltda., our Brazilian
subsidiary, in the 3rd Civil Court, County of NoHamburgo, State of Rio Grande do Sul, Brazil. Qieged that our Brazilian subsidiary was
infringing Qix’s trademarks as a result of uselirgpallegedly counterfeit Qix shoes through the#lian page of our website, based on
Brazilian Industrial Property Law (Law 9,279/96)ix@ought an order enjoining the sale of Qix-brahdkeoes on the MercadoLibre
marketplace with a $50,000 daily non-compliancegftgnAn injunction was granted to prohibit thearfbf Qix products on our platform, but
the penalty was established at $500. We appeateddtision, but the injunction was not lifted. Taie] we have not received the summons for
the original action because we filed an appeallehging the jurisdiction of the court, which appesastill pending.
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On November 5, 2003, Editora COC Empreendimentdsufais Ltda., or Editora COC, sued our Braziliamsidiary in the 3rd Civil Court of
the County of Bauru, State of Sdo Paulo, Braziltdtd COC alleged that our Brazilian subsidiary anddentified user were both infringing
Editora COC's trademarks as a result of our usgimg allegedly pirate copies of Editora’s COC GR®Ms through the Brazilian page of our
website, based on Brazilian Industrial Property l(aaw 9,279/96) and the Brazilian Copyright Law \{L8,610/98). Editora COC sought an
order for the search and seizure of products hglthé user and enjoining the sale of Editora CO&itled products on our platform. An
injunction was granted to prohibit the offer of ada COC’s products on our platform. In 2005, thart ruled against us and held that we had
to pay $3,000 and our atefendant had to pay $900 in moral damages, plasranunt of material damages to be defined at judgmreecution
plus attorneys’ fees in the amount of 10% of thaltdamages paid by each defendant. We have apipisaleuling to the relevant court of
appeals.

On March 17, 2006, Vintage Denim Ltda., or Vintagieed our Brazilian subsidiaries MercadoLivre.cotivilades de Internet Ltda. and
eBazar.com.br Ltda. in the 29th Civil Court of theunty of Sdo Paulo, State of Sdo Paulo, Braziitage requested a preliminary injunction
alleging that these subsidiaries were infringingdei trademarks and their right of exclusive disttion as a result of sellers listing allegedly
counterfeit and original imported Diesel brandeattihg through the Brazilian page of our websitesdxl on Brazilian Industrial Property Law
(Law 9,279/96). Vintage sought an order enjoinimg $ale of Diesel-branded clothing on our platfofnpreliminary injunction was granted on
April 11, 2006 to prohibit the offer of Diesel-bidad products, and a fine for nonmpliance was imposed in the approximate amoufis¢&0(
per defendant per day of non-compliance. We apgehkdecision, but the preliminary injunction wen lifted. On August 16, 2007 we
presented another appeal to the Superior Courtstice, in Brasilia. Vintage filed an action reqireg a permanent injunction on May 12,
2006, alleging the same facts as alleged in théngrery injunction request. In September of 2086ine of approximately $157,000 was
imposed on our Brazilian subsidiaries due to thegald non-compliance of the preliminary injunctive filed an appeal to the fine and
requested its suspension pending a final adjudicath the merits. In October of 2006, the fine saspended and on January 23, 2007, the
was declared null and void. However, because opeaof the preliminary injunction failed, in Marofi2007, Vintage presented new petiti
alleging non-compliance of the preliminary injuisctigranted to Vintage and requested a fine of agmately $3.3 million against us, which
represents approximately $5,300 per defendantgeptialleged non-compliance since April 13, 2006.July 4, 2007, the judge ordered the
payment of the fine mandated in the preliminaryrrgtion, without specifying the amount. When we @fficially notified of the amount of the
fine, we will present a new appeal against theiaafibn of the fine. On July 18, 2007 the judgeasebnciliatory hearing for August 1, 2007.
We attended the hearing but could not reach areaggat. On September, 14, 2007, the judge deciggdijtour Brazilian subsidiaries were
not responsible for alleged infringement of intelleal property rights by its users; and that (i plaintiffs did not prove the alleged
infringement of its intellectual property rightsh@ decision maintained the injunction until suclngiis non-appealable. We presented a
request that the injunction should be revoked,jthwuts rejected.
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On April 6, 2006, Fallms Distribuicdo de Fitas Ltdar Fallms, and 100% Nacional Distribuidora d&a&itda., or 100% Nacional, sued our
Brazilian subsidiary in the Second Civil Court @frffo Amaro, County of S&do Paulo, State of Sdo P&ubwil. Fallms and 100% Nacional
alleged that our Brazilian subsidiary was infrirgytineir intellectual property rights as a resultusérs selling unauthorized copies of their
copyrighted movies through the Brazilian page afweab site and by using their trademark “Brasifgids” on such copies. Fallms and 100%
Nacional sought an order enjoining the sale ofrkall100% Nacional ar“Brasileirinhas” branded movies on our platform. ijunction was
granted to prohibit the offer of Fallms, 100% NaxzEband “Brasileirinhas” branded movies. We wemaswned in March of 2007 and
presented our defense on March 14, 2007. In Jug@@#, Fallms filed a petition to increase the fim@osed in the preliminary injunction,
from approximately $200, to approximately $530 g&y of noncompliance, based on alleged non-comg#idy our Brazilian subsidiary. On
July 2, 2007, we presented a petition requestiegutige to revoke the preliminary injunction. OtyXb, 2007 the judge revoked the
preliminary injunction. On the same date, the judgeided that (i) our Brazilian subsidiary was responsible for alleged infringement of
intellectual property rights by its users; and tfidthe plaintiffs did not prove that (a) they owhe trademark “Brasileirinhas” and copyrights
of “Brasileirinhas” branded movies and (b) the gdld infringement of intellectual property rightsuéted in an effective copyright violation.
The plaintiffs presented a request asking for fitation of the decision, but it was rejected. Timegy still present an appeal to that decision.

On March 7, 2007, Xuxa Promoc®es e Produces isasst.tda., or Xuxa, sued our Brazilian subsidiarthe Court of Barra da Tijuca, Rio de
Janeiro, State of Rio de Janeiro, Brazil. Xuxappypar television personality in Brazil, allege@tlcounterfeit copies of one of her CDs and of
a movie with her participation as an actress (fbiclv she owns the copyright and distribution riglate being sold on our platform, and as ¢
our Brazilian subsidiary is infringing her intelteal and property rights. Xuxa seeks an injuncttbe,establishment of preventive measures,
fines, and compensatory and statutory damagesnjéndtion ordering the removal of any offers of isgpof this CD and movie was granted to
Xuxa. We appealed the injunction on July 2, 200& @resented our defense on July 6, 2007.

On June 11, 2007, Praetorium Instituto de EnsiesgRisas e Atividades de Extensé&o e Direito LtePraetorium, sued our Brazilian
subsidiary in the 4th Civil Court of the CountyBélo Horizonte, State of Minas Gerais, Brazil. Podem alleged that our Brazilian subsidi:
was infringing Praetorium’s copyrights as a resiilbur users selling allegedly counterfeit copié®@metorium’s courses through the Brazilian
page of our website. Praetorium seeks an injuncfioes, and compensatory and statutory damagefmjmction ordering the removal of any
offers containing the name of Praetorium was grhtdgePraetorium on July 11, 2007 giving us hoursamply. In addition to the preliminary
injunction, a fine of approximately $5,300 per adynoncompliance was imposed up to a maximum of@pmately $131,000 and a fine of
approximately $530 was also imposed for each nedynt posted after July 13, 2007 containing theanafrPraetorium and listed in the
Brazilian page of our website. On August 3, 200& ,appealed the preliminary injunction to the S@teirt of Minas Gerais and presented our
defense on August 8, 2007. On August 20, 2007 Sdttemacdes Educacionais Ltda. or Sette, suedaazilian subsidiary in the 4th Civil
Court of the County of Recife, State of Pernambirazil. Sette alleged that our Brazilian subsigiaas infringing its intellectual property
rights as a result of users selling unauthorizedesof Sette’s courses through the Brazilian webSette seeks an injunction, fines, and
compensatory and statutory damages. We presentatefanse on October 5, 2007.
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State Claim

On November 08, 2007 a state prosecutor of the 8febdo Paulo, Brazil presented a claim againsBeoazilian subsidiary. The state
prosecutor alleges that our Brazilian subsidiagusth be held liable for any fraud committed by eedlon the Brazilian version of our web site,
or responsible for damages suffered by buyers vliechasing an item on the Brazilian version ofMercadoLibre web site. We expect to
present our defense within the next few weeks.

Tax Claim

On September 13, 2007 we paid to tax authoriti€sdio Paulo, Brazil approximately $1.1 million, astiag of $1.0 million in accrued taxes
and $0.1 in fines, related to our Brazilian sulesigls activities in S&o Paulo for the period 200@ugh 2004. We had reserved approximately
$1.1 million against these taxes as of DecembeR@06 so no additional provision was recorded liergayment in our September 30, 2007
financial statements. Sao Paulo tax authoritie® lsdso asserted taxes and fines against us retatthg period 2005-2007 in an approximate
additional amount of $5.9 million. In January 2@& moved our operations to Santana de ParnaibaBZayil and began paying taxes to that
jurisdiction and therefore we believe we have girdefenses to the claims of the S&o Paulo autéenitith respect to this peric

Trademark Action

We filed our first three applications to registee hame “MercadoLivre” in Brazil with the Institudtacional da Propriedade Industrial (the
National Institute of Industrial Property, or INRI) October 7, 1999. Editora Livre Mercado Ltdgoublishing company, challenged the

three applications based on their trademark “LMercado,” a trade magazine. These challenges arently pending with INPI. In addition to
these processes, Agéncia Folha de Noticias Ltdewa company, filed an application to registerrtame “MercadoLivre” on October 7,
1999, a few hours before we filed our applicatidfe challenged that application. However, we camsstre you that we will succeed in
obtaining these trademarks or in our challengesisting or future applications by other partidsvé are not successful, we could face claims
by any future trademark owners. Any past or futtiaeéms relating to these issues, whether meritarmunot, could cause us to enter into cc
royalty and/or licensing agreements. We may als@ @ modify our brand name in Brazil (or otheiigdictions) if any successful demands
against us are too expensive. Any of these circamests could adversely affect our business, restitiperations and financial condition.

Iltem — 1A Risk Factors

The risks and uncertainties described below arghmobnly ones facing us. Other events that weal@urrently anticipate or that we currently
deem immaterial also may affect our results of afiens and financial condition. If any events disat in the risk factors actually occur, our
business, operating results, prospects and finbemmalition could be materially harmed. As a reshié market
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price for our common stock could decline. In corimecwith the forward looking statements that appeaewhere in this report, you should
also carefully review the cautionary statementrrefitto under “Cautionary Statement Regarding Folh@oking Statements.”

The market for the sale of goods over the Interfietdeveloping in Latin America, and our businesspgmds on the continued growth of
online commerce, and the availability and suitaljliof the Internet in Latin America.

The market for the sale of goods over the Inteisnatnew and emerging market in Latin America. @iture revenues depend substantially on
Latin American consumers’ widespread acceptancauaadf the Internet as a way to conduct comm&apid growth in the use of and
interest in the Internet (particularly as a wagémduct commerce) is a recent phenomenon, and mvetassure you that this acceptance and
use will continue to exist or develop. For us towgiour user base successfully, consumers who hataribally used traditional means of
commerce to purchase goods must accept and useagswof conducting business and exchanging infdomaFurthermore, the price of
personal computers and Internet access may limipotential growth in countries with low levelsloternet penetration and/or high levels of
poverty.

In addition, the Internet may not be commercialble in Latin America in the long term for a numioé reasons, including potentially
inadequate development of the necessary netwarksiméicture or delayed development of enablingrteldyies, performance improvements
and security measures. We cannot assure you thaifthstructure for the Internet will be able tgpport continued growth in the number of
Internet users, their frequency of use or theirdpddth requirements. In addition, the Internet cblolse its viability due to delays in
telecommunications technological developmentsuertd increased government regulation. If telecominations services change or are not
sufficiently available to support the Internet,pesse times would be slower, which would adveraéfigct use of the Internet and our servic
particular.

Our future success depends on our ability to expamt adapt our operations to meet rapidly changimglustry and technology standards
a cost-effective and timely manner, and on the doned market acceptance of our products and sersice

We plan to expand our operations by developingmochoting new and complementary services. We caasmire you that we will be able to
expand our operations in a cost-effective or tinmegnner or that any of our expansion efforts wddlde the same or greater overall market
acceptance as our current services. Furthermoyen@m business or service that we launch thattisavmrably received by consumers could
damage our reputation and diminish the value ofowand name. To expand our operations we will a&sed to spend significant amounts in
development, operations and other resources, andowkl place strain on our management, financidl @uerational resources. Similarly, a
lack of market acceptance of these services omaiility to generate satisfactory revenues from expanded services to offset their cost
could have a material adverse effect on our busjresults of operations and financial condition.
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Internet regulation in the countries where we opeeais scarce, and several legal issues relatedhélhternet are uncertain. We are subje
to a number of other laws and regulations, and gaveents may enact laws or regulations which couldwersely affect our business.

Unlike the United States, none of the countriesrelvge operate have specific laws governing théliiglof Internet service providers, such as
ourselves, for fraud, intellectual property infrémgent, other illegal activities committed by indival users or third-party infringing content
hosted on a provider’s servers. This legal unaastaillows for different judges or courts to decidey similar claims in different ways and
establish contradictory jurisprudence. Certain pglmay decide that Internet service providersiabde to an intellectual property owner for a
user’s sale of counterfeit items using our platfowhile others may decide that the responsibilég kolely with the offending user. This legal
uncertainty allows for rulings against us and cadtladverse precedents, which individually ohmaggregate could have a material adverse
effect on our business, results of operation amahitial condition. In addition, legal uncertaintgymegatively affect our clients’ perception
and use of our services.

We are not currently subject to direct governmengttation in most of the countries where we ope@tteer than those regulations applicab
businesses in general. It is not clear how exidéimg governing issues such as general commeidigltees, property ownership, copyrights
and other intellectual property issues, taxatidoglland defamation, obscenity, and personal pyiaaply to online businesses. The majority of
these laws were adopted before the Internet watableaand, as a result, do not contemplate oresidthe unique issues of the Internet. Due to
these areas of legal uncertainty, and the incrggsapularity and use of the Internet and othemantiervices, it is possible that new laws and
regulations are adopted with respect to the Intasnether online services. These laws and regnattould cover issues such as online
commerce, Internet service providers’ responsybitit third party content hosted in their serverser privacy, freedom of expression, pricing,
content and quality of products and services, targincluding imposition of value added or salesas collection obligations), advertising,
intellectual property rights, consumer protection &nformation security. If these laws are enathey may have negative effects on our
business, results of operation and financial coomlit

As our activities and the types of goods listedanwebsite grow, regulatory agencies or courts argye or rule that we or our users must
either obtain licenses or not be allowed to conthusiness in their jurisdiction, either with resecour services in general or only relating to
certain items, such as auctions, real estate antdrmehicles. For example, numerous jurisdictionsluding Brazil and Argentina, have
regulations regarding “auctions” and “auctioneemsti the handling of property by “secondhand deatarspawnbrokers.” Attempted
enforcement of these laws against us or our usel®ther regulatory and licensing claims could kesuexpensive litigation or could require

us to change the way we or our users do businegscilanges in our or our users’ business methadlsl @ocrease costs or reduce revenues or
force us to prohibit listings of certain items &mme locations. We could also be subject to fimestieer penalties, and any of these outcomes
could harm our business.

In addition, because our services are accessibllelwiole and we facilitate sales of goods to usesddwide, other foreign jurisdictions may
claim that we are required to comply with their avks we expand and localize our internationaléws, we have to comply with the laws of
the countries in which we operate. Laws regulalimgrnet companies outside of the Latin Americaisglictions where we operate may be
more restrictive to us than those in Latin Americeorder to comply with these laws we may havehtange our business practices or restrict
our services. We could be subject to penaltiesingnigom criminal prosecution to bans on our segsifor failure to comply with foreign laws.
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We are subject to laws relating to the use, stoaamgktransfer of personally identifiable informatiabout our users, especially financial
information. Several jurisdictions have passed fems in this area, and other jurisdictions are wering imposing additional restrictions. If
we violate these laws, which in many cases applynly to third-party transactions but also to sfems of information among ourselves, our
subsidiaries, and other parties with which we hav@mercial relations, we could be subject to sigaift penalties and negative publicity,
which would adversely affect us.

Our business is an Internet platform for commercitbinsactions in which all commercial activity depds on our users and is therefore
largely outside of our control.

Our business is dependent on Internet users listigigourchasing their items and services on oertet platform. Therefore, we depend on
commercial activity, including both sales and passs, that our users generate. We do not choosé wdams will be listed, nor do we make
pricing or other decisions relating to the prodwatd services bought and sold on our platform. &loee, the principal drivers of our business
are largely outside of our control, and we depemt¢he continued preference for our platform of mils of individual users.

We could face liability for the sale of regulatedhd prohibited items, unpaid items or undeliveredrpbases, and the sale of defective items.

Laws specifying the scope of liability of providexsonline services for activities of their usensaugh their service are currently unsettled in
the Latin American countries where we operate. Bhengh we have implemented clear policies thataaiien into our terms of use that
prohibit the sale of certain items on our platfand have implemented programs to monitor and erdurdiawful goods and services, we may
be unable to prevent our users from exchangingafolagoods or services or exchanging goods in dawifiul manner, and we may be subject
to allegations of civil or criminal liability forte unlawful activities of these users.

More specifically, we are aware that certain gosdsh as alcohol, tobacco, firearms, adult materid other goods that may be subject to
regulation by local or national authorities of wars jurisdictions have been traded on the Mercduatelinarketplace. As a consequence of these
transactions, we have at times been subject ts fmBrazil for certain users’ sale of products thave not been approved by the government.
We cannot assure that we will successfully avoid or criminal liability for unlawful activitieshat our users carry out through our service in
the future. If we suffer potential liability for grunlawful activities of our users, we may needhiplement additional measures to reduce our
exposure to this liability, which may require, argasther things, that we spend substantial resouned&r discontinue certain service

offerings. Any costs that we incur as a resulthi tiability or asserted liability could have a tmdal adverse effect on our business, results of
operations and financial condition.

We believe that government and consumer proteeti@mcies have received a substantial number of leimgabout both the MercadoLibre
marketplace and MercadoPago. We believe that ttmeplaints are small as a percentage of our tatasactions, but they could become large
in aggregate numbers over time. In fact, variougegamental regulatory agencies have already cardact from time to time with questions
about our operations and may continue to do sturihg these inquiries any of our processes aredda violate laws on consumer protection,
or to constitute unfair business practices, weatel subject to an enforcement action, fines oalties. Such actions or fines could require us
to restructure our business processes in wayswiiaitd harm our business, and to incur substantistisc
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In addition, our success depends largely uponrsedlecurately representing and reliably delivethmglisted goods and buyers paying the
agreed purchase price. We have received in the gradtanticipate that we will receive in the fufuzemplaints from users who did not receive
the purchase price or the goods agreed to be egelalivhile we can suspend the accounts of userdailtto fulfill their delivery obligations

to other users, we do not have the ability to nequgers to make payments or deliver goods soldaMtereceive complaints from buyers
regarding the quality of the goods purchased op#réal or non-delivery of purchased items. Weehtried to reduce our liability to buyers for
unfulfilled transactions or other claims relatedtte quality of the purchased goods by offeringea Buyer Protection program to buyers who
meet certain conditions. Although the number oinctathat we have paid through this program is motently significant, and the average
claimed transaction size is approximately $77 (ediclg motor vehicles, vessels, aircraft and retltel we may in the future receive additic
requests from users requesting reimbursement eatiming legal action against us if we do not reirab them.

Any resulting litigation related to unpaid or unigleted purchases could be expensive for us, dimartagement’s attention and could result in
increased costs of doing business. In addition,reegative publicity generated as a result of taadulent or deceptive conduct of our users
could damage our reputation and diminish the vafuzur brand name.

We could potentially face legal and financial lidity for the sale of items that infringe on the iatlectual property rights of others and for
information disseminated on the MercadoLibre markddce.

Even though we monitor listings on our websitesanenot able to detect every item that may infing the intellectual property rights of
third parties. As a result, we have received ingast, and anticipate that we will receive in thieife, complaints alleging that certain items
through the MercadoLibre marketplace infringe thpatty copyrights, trademarks or other intellecpuaperty rights. Content owners and o
intellectual property rights owners have been activdefending their rights against online compgitecluding us. We have taken steps to
work in coordination and cooperation with the ilgetual property rights owners to eliminate alldgendfringing items listed in the
MercadoLibre marketplace. Our user policy prohitfies sale of goods which may infringe third-partiellectual property rights, and we
suspend the account of any user who infringes-{ardy intellectual property rights. Despite ak#le measures, an allegation of infringement
could result in litigation against us.

Specifically, allegations of infringement of intettual property rights have already resulted imdaagainst us from time to time, including
litigation in Brazil brought by Cartier InternatiahB.V., Montblanc Simplo Gmbh, Richemont Interpatl S.A., Puma Sports Ltda., Lacoste
do Brasil Industria e Comércio Ltda., Sporloisird.SQix Skateboards Industria e Comércio Ltda,t&@e Denim Ltda., Editora COC
Empreendimentos Culturais Ltda., Barros Fischesgo8iados Ltda., Fallms Distribui¢cdo de Fitas Ladad 100% Nacional Distribuidora de
Fitas Ltda. While we have been largely successfdkite in settling existing claims by agreeing tnitor the brands and have not paid any
damages, the current lack of laws regarding thermet results in great uncertainty as to the ougofrany future claims. We continue to have
outstanding litigation and, although we intend ébethd each of these claims, we cannot assure ybwwill be successful. This type of
litigation is expensive for us, could result in daga awards or increased costs of doing businessghradverse judgments or settlements,
could require us to change our business practicegpensive ways, or could otherwise harm our lassinLitigation against other online
companies could result in interpretations of the
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law that could also require us to change our bssipeactices or otherwise increase our costs. iaditly, if the public perception were that
counterfeit items are commonplace on our siteguld damage our reputation and our business.

It is also possible that third parties could brahlgims against online services companies for defiamdibel, invasion of privacy, negligence,
other theories based on the nature and conteheahtterials disseminated through their servicsetnline services companies are facing
several private lawsuits for this type of liabilixs mentioned previously, the liability of onliservices companies for content hosted,
information carried on or disseminated throughrtBervices is currently unclear in the Latin Amariccountries where we operate. This could
allow for claims being made against us by purpdytadgrieved third parties. For example, the Meotdbdre service contains a User Feedback
feature, which includes reviews and ratings fromrsisegarding the reliability of other users inipgyor delivering goods sold in a transaction
promptly. Although users generate all the feedb#dk,possible that a party could bring a claimdefamation or other injury against us for
content posted through the User Feedback feafunes br other online services providers are hedtlé or potentially liable for information
carried on or disseminated through our servicesnag have to implement measures to reduce our expds this liability. Any measures we
may need to implement may involve spending subisaresources and/or to discontinuing certain $@wi Any such costs that we incur as a
result of liability or asserted liability could heaa material adverse effect on our business, sesfitiperations and financial condition. In
addition, attention to liability issues, lawsuitsddegislative proposals could impact the growthndérnet use, and subsequently have a neg
impact on our business results.

We have only recently achieved profitability in @w and rapidly evolving market, and we cannot assyou that we will continue to be
profitable.

We were incorporated in Delaware in October of 1888 commenced operations in Argentina in Augudta®0, in Brazil in October of 1999,
in Mexico in November of 1999 and in Uruguay in Bexber of 1999. Our operations in the remainingrLAtinerican countries where we
operate have all been launched after January d¥,266luding our launch in Costa Rica, Panama aedXtominican Republic as recently as
December of 2006. Our net income and cash flow foperations were negative from the time we commeioperations in 1999 until 2004.
Accordingly, we have a limited history of profitadipositive cash flow operations on which to basealuation of our business and prospt
You must consider our prospects in light of th&gjauncertainties, expenses and difficulties tioatganies in their early stages of development
frequently encounter, particularly companies in reawd rapidly evolving markets such as online conmameBecause our business has evolved
rapidly and we have a limited operating historyd an even more limited history of profit and pogtcash flow, we believe that period-to-
period comparisons of our operating results arempoessarily meaningful and you should not relyh@m as indications of future performar

Furthermore, as a result of our limited operatirgydny, the emerging nature of the markets in whighcompete, the increased variety of
services offered on our website and the rapidlyheng nature of our business, it is particularlyfidult for us to forecast our revenues or
earnings accurately. In addition, we have no bagkled substantially all of our net revenues fothegutarter are derived from listing fees,
optional feature fees, final value fees, commissiom MercadoPago payments and advertising thaaareed during that quarter. Our current
and future expense levels are based largely ommgastment plans and estimates of future revennésee, to a large extent, fixed. We may
not be able to adjust spending in a timely manoaeompensate for any
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unexpected revenue shortfall. Accordingly, any gigant shortfall in revenues relative to our pladrexpenditures would have an immediate
adverse effect on our business, results of operatimd financial condition.

If we continue to grow, we may not be able to apmiately manage the increased size of our busine

We are currently experiencing a period of signiiicexpansion and anticipate that further expansitirbe required to address potential groy
in our customer base and market opportunities. &gimnsion has placed, and is expected to continpkace, a significant strain on
management, and our operational and financial ressu

We must constantly add new hardware, update sadtveashance and improve our billing and transactimtems, and add and train new
engineering and other personnel to accommodatiat¢heased use of our website and the new product$emtures we regularly introduce.
This upgrade process is expensive, and the incrgasimplexity and enhancement of our website resulhigher costs. Failure to upgrade our
technology, features, transaction processing systseaturity infrastructure, or network infrastruetto accommodate increased traffic or
transaction volume could harm our business. Adveossequences could include unanticipated systeraptions, slower response times,
degradation in levels of customer support, impagedlity of users’ experiences of our services @gldys in reporting accurate financial
information.

Our revenues depend on prompt and accurate bpliogesses. Our failure to grow our transaction-gseing capabilities to accommodate the
increasing number of transactions that must bediin our website would harm our business and lilityato collect revenue.

Furthermore, we may need to enter into relatiorshiiph various strategic partners, websites andrathline service providers and other third
parties necessary to our business. The increaseglerity of managing multiple commercial relatioimhcould lead to execution problems
that can affect current and future revenues, ardading margins.

We cannot assure you that our current and planystdras, procedures and controls, personnel ardiphity relationships will be adequate to
support our future operations. Our failure to mangpwth effectively could have a material advesffect on our business, results of
operations and financial condition.

Our systems may fail or suffer interruptions due mman acts, technical problems, or natural disaste

Our success, and in particular our ability to fisaié trades successfully and provide high qualitstomer service, depends on the efficient and
uninterrupted operation of our computer and comeations hardware systems. Substantially all ofcaumputer hardware for operating the
MercadoLibre marketplace and MercadoPago servicesrirently located at the facilities of the SavD&tacenter in Sterling, Virginia, with a
redundant database backup in Miami, Florida. Tlsgseems and operations are vulnerable to damaigéeoruption from earthquakes, floods,
fires, power loss, computer viruses, telecommuidodtilures, physical or electronic break-ins,@alge, intentional acts of vandalism,
terrorism, and similar events. If our system suff@imajor failure, it would take as much as sewdagb to get the service running again bec
our Miami database is only a backup with very ledihardware. We also have no formal disaster regqlan or alternative providers of
hosting services and do not carry business intéominsurance to compensate us for losses thataoeyr. Despite any precautions we have
taken and plan to take, if there
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is a natural disaster or major failure, a decidigrour providers to close one of the facilities wge without adequate notice, or other
unanticipated problem at the Virginia or Floridaiféies, the services we provide could suffer intigtions. We currently have no plans to
upgrade the Florida facility capabilities. Additadly, in the occurrence of such pronounced, fretjoeipersistent system failures, our
reputation and name brand could be materially adgaffected.

We are subject to security breaches or other coefitial data theft from our systems, which can adsely affect our reputation and busine:

A significant risk associated with online commearel communications is the secure transmissionmfidential information over public
networks. Currently, a number of MercadoLibre userthorize us to bill their credit card accountslebit their bank accounts directly, or use
MercadoPago for all the transaction fees that veegdn We rely on encryption and authenticationrietdgy to provide the security and
authentication technology to transmit confidenitifdrmation securely, including customer creditccaumbers and other account information.
Advances in computer capabilities, new discoveridle field of cryptography, or other events ovelepments may result in a compromise or
breach of the technology that we use to protedbousr transaction data. If our security were compsed, it could have a material adverse
effect on our reputation. We cannot assure youdheasecurity measures will prevent security breaadbr that failure to prevent them will not
have a material adverse effect on our businesslitsesf operations and financial condition.

We depend on key personnel, the loss of which cchdsdle a material adverse effect on us.

Our performance depends substantially on the coetirservices and on the performance of our seremagement and other key personnel.
Our ability to retain and motivate these and otifécers and employees is fundamental to our peréorce.

Our ten most senior executive officers have beeh us since 2000 or before, providing us with dlstand experienced management team.
The loss of the services of any of these executifieers or other key employees could have a matadverse effect on our business, results of
operations and financial condition. We do not heargloyment agreements with any of our key techrpeasonnel other than our senior
executives (whose agreements are for an undetedmigréod and establish general employment termscanditions) and maintain no “key
person” life insurance policies. The option graotsnost of our senior management and key emplogesetully vested. Therefore, these
employees may not have sufficient financial inoemto stay with us. Consequently we may have tarigosts to replace key employees who
leave and our ability to execute our business moalald be impaired if we cannot replace them imeely manner.

Our future success also depends on our abilitgeatify, attract, hire, train, retain and motivataer highly skilled technical, managerial,
marketing and customer service personnel. Competitir this personnel is intense, and we cannatrasgu that we will be able to
successfully attract, integrate, train, retain,iwate and manage sufficiently qualified personnel.
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Currently our revenues depend substantially on tieting, optional feature and final value fees wéarge to sellers and may decrease if
market conditions force us to lower such fees oni¢ fail to diversify our sources of revenue.

Currently our revenues depend primarily on listiogtional feature and final value fees that we gbdo our sellers for listing and upon selling
their items and services. Our platform depends yponriding access to a large market at a lower tt@st other comparable alternatives. If
market conditions force us to substantially lower listing or final value fees or if we fail to cmue to attract new buyers and sellers, and if
we are unable to effectively diversify and expand sources of revenue, our profitability, result®perations and financial condition could be
adversely affected.

MercadoPago is subject to similar market pressoréne commissions charged for provision of its serv
We are subject to consumer trends and can lose meeeif certain items become less popular.

We derive substantially all of our revenues fromsfeharged to sellers for listing products for saeur service, fees charged to sellers who
purchase optional features, fees from succesgfaltypleted transactions and fees for making paynterasigh MercadoPago. Our future
revenues will depend on continued demand for thedyf goods that users list on the MercadoLibreketiplace. The popularity of certain
categories of items, such as cellular telephortégr @lectronics, toys, clothing and sporting go@aisong consumers may vary over time due
to perceived availability, subjective value, arehtts of consumers and society in general. A dediitiee demand for or popularity of certain
items sold through the MercadoLibre marketplacéit an increase in demand for different items @oatluce the overall volume of
transactions on the MercadoLibre service, resultingduced revenues. In addition, certain consuifaels” may temporarily inflate the
volume of certain types of items listed on the Melalibre marketplace, placing a significant sti@nour infrastructure and transaction
capacity. These trends may also cause signifitactiufations in our operating results from one cgerai the next.

The success of eBay and other e-commerce compadasiast an indication of our future financial perfomance.

Several companies that operate e-commerce websitels as eBay, have been successful and profitatitle past. However, we operate in a
business environment that is different from eBayid other e-commerce companies operating outsitataf America. These differences
include the smaller size of the national marketadr Internet adoption rates, lower confidenceemate payment mechanisms and less reliable
postal and parcel services. Therefore, you shoofidnterpret the success of any of these compas@sdicative of our financial prospects.

We could be subject to liability and forced to ctgmour MercadoPago business practices if we werenfibto be subject to or in violation of
any laws or regulations governing banking, monewtrsmission, or electronic funds transfers in anywtry where we operate.

A number of jurisdictions where we operate havecethlegislation regulating money transmitters. Mgéeve we do not require a license
under the existing statutes of Argentina, BrazigXito, Chile, Colombia and Venezuela to operatedsi@oPago with its current agency-based
structure. If our operation of MercadoPago werentbto be in violation of money services laws orulagions, or engaged in an unauthorized
banking business, we could be subject to liabifityced to cease doing business with residentgméinn countries, or forced to change our
business practices. Any change to our MercadoPagiodss practices that makes the service lesstatgdo customers or prohibits its use by
residents of a particular jurisdiction could desesthe speed of trade
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on the MercadoLibre marketplace, which would furtharm our business. Even if we are not forcechinge our MercadoPago business
practices, we could be required to obtain licemseaggulatory approvals that could be very expenaivd time consuming, and we cannot
assure you that we would be able to obtain thesadies in a timely manner or at all.

MercadoPago is susceptible to illegal uses, andowald potentially face liability for any illegal us of MercadoPaga

MercadoPago, like the MercadoLibre platform, iaasceptible to potentially illegal or impropeessincluding, fraudulent and illicit sales,
money laundering, bank fraud, and online securftesd. In addition, MercadoPago’s service couldbleject to unauthorized credit card use,
identity theft, break-ins to withdraw account bales, employee fraud or other internal security ¢direa, and we may be required to reimburse
customers for any funds stolen as a result of dueaches. Merchants could also request reimburdeorestop using MercadoPago, if they are
affected by buyer fraud.

In addition, MercadoPago may be subject to anti-eydaundering laws and regulations that prohilsitpag other things, its involvement in
transferring the proceeds of criminal activitiegcBuse of different laws and regulations in eadldiction where we operate, as we roll-out
and adapt MercadoPago in other countries, additimréication and reporting requirements could lgp hese regulations could impose
significant costs on us and make it more diffiéattnew customers to join the MercadoPago netwedkure regulation (under the USA Patriot
Act or otherwise), may require us to learn moreualtoe identity of our MercadoPago customers bedpening an account, to obtain additic
verification of customers and to monitor our custosh activities more closely. These requiremergsyell as any additional restrictions
imposed by credit card associations, could raisevercadoPago costs significantly and reduce thraaiveness of MercadoPago. Failure to
comply with money laundering laws could resultign#ficant criminal and civil lawsuits, penaltieand forfeiture of significant assets.

We incur losses from claims that customers didambhorize a purchase, from buyer fraud and fromn&ous transmissions. In addition to the
direct costs of such losses, if they are relateztédit card transactions and become excessivecthdy result in MercadoPago losing the right
to accept credit cards for payment. If MercadoHagmable to accept credit cards, our businessheithdversely affected given that credit
cards are the most widely used method for fundiregMercadoPago accounts. We have taken measulesettt and reduce the risk of fraud
MercadoPago, such as running address verificajistesn (AVS) and card security code (CSC) checlsdme countries, asking users to fax
extra documentation for higher risk transactioagscon overall spending per users and data minidgtect potentially fraudulent transactic
However, these measures may not be effective againent and new forms of fraud. If these measdeesot succeed, excessive charge-backs
may arise in the future and our business will beeeskly affected.

Our failure to manage MercadoPago customer fundoperly would harm our business.

Our ability to manage and account accurately fordddoPago customer funds requires a high leveitefiial controls. We have neither an
established operating history nor proven manageeyg#rience in maintaining, over a long term, thaternal controls. As our MercadoPago
business continues to grow, we must strengthemmtemal controls accordingly. MercadoPago’s susceguires significant public confidence
in our ability to handle large and growing trangacttvolumes and amounts of customer funds. Anyfaito maintain necessary controls or to
properly manage customer funds could severely edustomer use of MercadoPago.
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MercadoPago is a new service that faces competifrmm other payment methods, and competitors mayexdely affect the success
MercadoPago

MercadoPago competes with existing online andr#ffpayment methods, including, among others, banésother providers of traditional
payment methods, particularly credit cards, cheaianey orders, and electronic bank deposits; iateynal online payments services such as
Paypal and Google Checkout, and local players agdbineroMail in Argentina and Chile; money remidteuch as Western Union; the use of
cash, which is often preferred in Latin Americad arffline funding alternatives such as cash dep®it money transmission services. Some of
these services may operate at lower commission thée MercadoPago’s current rates.

MercadoPago’s competitors may respond to new orgingetechnologies and changes in customer reqeinesifaster and more effectively
than us. They may devote greater resources toethel@pment, promotion, and sale of products andees than we do for MercadoPago.
Competing services tied to established banks amet dinancial institutions may offer greater ligifydand create greater consumer confidence
in the safety and efficacy of their services thagréddoPago. Established banks and other finamgtutions currently offer online payments
and those which do not yet provide such a senacidoquickly and easily develop it.

We are currently in the process of rolling out avriee scale and structure for MercadoPago, in dachieve better monetization of
transactions. Customers may not like this new sirec which could result in decreased use of MesPadio and therefore have the opposite
effect to the one intended. In addition, the traoisito the new system may not be a smooth one.dkitlgese events would adversely affect our
business.

We continue to expand MercadoPago’s services iatemally. We have no experience with the onlingrpants business in Chile, Colombia,
Ecuador, Peru, Uruguay, Costa Rica or the DominRepublic. In order to introduce MercadoPago in s@muntries we may require a close
commercial relation with one or more local bankise3e or other factors may prevent, delay or limitintroduction of MercadoPago in other
countries, or reduce its profitability.

We rely on banks or payment processors to fund sactions, and changes to credit card associatioesferules or practices may adversely
affect our business.

Because MercadoPago is not a bank, we cannot bedamgdirectly access credit card associationsh sisVisaandMasterCard. As a result,
we must rely on banks or payment processors taegsothe funding of MercadoPago transactions andadet.ibre marketplace collections,
and must pay a fee for this service. From timén@t credit card associations may increase thednémge fees that they charge for each
transaction using one of their cards. The credil paocessors of MercadoPago and the MercadoLilar&etplace have the right to pass any
increases in interchange fees on to us as wetiasadse their own fees for processing. These isetefees increase the operating costs of
MercadoPago, reduce our profit margins from Mer@&adm operations and, to a lesser degree, affecpirating margins of the MercadolLil
marketplace.

We are also required by MercadoPago and Mercadelstprocessors to comply with credit card assaciatperating rules. The credit card
associations and their member banks set and ietetpe credit card rules. Some of those memberdeapete with MercadoPagdisa,
MasterCard, American Expressr other credit card companies could adopt newaijpes rules or re-interpret
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existing rules that we or MercadoPago’s processagét find difficult or even impossible to followAs a result, we could lose our ability to
give MercadoPago customers the option of usingitccadds to fund their payments and MercadoLibrersishe option to pay their fees using a
credit card. If MercadoPago were unable to accegtitcards, our MercadoPago business would berselyeaffected.

We could lose the right to accept credit carddasterCardand/orVisadetermine that users are using MercadoPago to erigadggal or

“high risk” activities. We must prevent “high riskiierchants from using MercadoPago. We have notrieddines from MercadoPago’s credit
card processor relating to our failure to deteetuke of MercadoPago by “high risk” merchants. Heewgein Brazil, in January of 2006
MasterCardinformed us that they could not advance our red#@ésatemporarily due to a high level of cancellasioThat decision was revers
in February of the same year.

Changes in MercadoPago’s funding mix could advenseffect MercadoPago’s results.

MercadoPago pays significant transaction fees vgleaders fund payment transactions using crediscRedjoMisCuentaandPago Facil,
nominal fees when customers fund payment trangefiom their bank accounts in Brazil and Mexiowd @o fees when customers fund
payment transactions from an existing MercadoPagowat balance. MercadoPago’s financial succedsemilain highly sensitive to changes
in the rate at which its senders fund paymentsgusiadit cards. Senders may prefer credit cardifignchther than bank account transfers for a
number of reasons, including the ability to paynistallments in Brazil, Mexico and Argentina, thalidy to dispute and reverse charges if
merchandise is not delivered or is not as descrithedability to earn frequent flyer miles or otlwcentives offered by credit cards, the ability
to defer payment, or a reluctance to provide bamoant information to us.

We have no business insurance coverage, which waaljlire us to spend significant resources in theeat of a disruption of our services
or other contingency.

Insurance companies in Latin America offer limitegsiness insurance products. We do not carry asiyéss liability or disruption insurance
coverage for our operations. Any business disraptiigation, system failure or natural disasteayntause us to incur substantial costs and
divert resources, which could have a material ab/effect on our business, results of operationfiaadcial condition.

We may not be able to adequately protect and erdarar intellectual property rights. We could potégaity face claims alleging that our
technologies infringe the property rights of others

We regard the protection of our copyrights, serwizeks, trademarks, domain names, trade dresgaael decrets as critical to our future
success and rely on a combination of copyrightienaark, service mark and trade secret laws andaminal restrictions to establish and
protect our proprietary rights in our products aedvices. We have entered into confidentiality eavention assignment agreements with our
employees and certain contractors, and non-disaasgreements with our employees, and certain supind strategic partners in order to
limit access to and disclosure of our proprietafpimation. We cannot assure you that these canttharrangements or the other steps the
have taken or will take in the future to protect mellectual property will prove sufficient tog@rent misappropriation of our technology or to
deter independent third-parties from developingilsinor competing technologies.
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We pursue the registration of our trademarks andcgemarks in each country where we operate, énthited States and in certain other Latin
American countries. Effective trademark, servicekneopyright, domain name and trade secret priatechay not be available in every
country in which our services are made availablsmenWe have licensed in the past, and expectvikeanay license in the future, certain of
our proprietary rights, such as trademarks or dgpyed material, to third parties. While we attertgpensure that our licensees maintain the
quality of theMercadoLibrebrand, our licensees may take actions that couténmadly adversely affect the value of our propaigtrights or
reputation, which could have a material adverseceffn our business, results of operations anadiahcondition.

To date, we have not been notified that our teatglnfringes the proprietary rights of third pesgj but third parties may claim infringement
on our part with respect to past, current or futadnologies or features of our services. We expet participants in our markets will be
increasingly subject to infringement claims asnhenber of services and competitors in the e-comensegment grows. Any of these claims
could have a material adverse effect upon our legsirresults of operations and financial condition.

Since 2001, eBay has been subject to a lawsugiatienfringement of patents relating to online sigmment auction technology, multiple
database searching and electronic consignmentsyste September 2001, MercExchange LLC filed aaimt against eBay and their
subsidiaries in the U.S. District Court for the tas District of Virginia alleging infringement dfiree patents (relating to online consignment
auction technology, multiple database searchingedectronic consignment systems) and seeking agregnt injunction and damages
(including treble damages for willful infringemenBollowing a trial and jury verdict, in August 2Bthe court entered judgment for
MercExchange in the amount of approximately $30ionilplus pre-judgment interest and post-judgmatsgrest, but refused to grant an
injunction. eBay appealed the verdict and judgniefévor of MercExchange, and MercExchange file@ssappeal. In May, 2006, followin
appeals to the U.S. Court of Appeals for the Fddarauit and the U.S. Supreme Court, the SupremerCuled that an outright denial of an
injunction in a patent case is not appropriate, rentanded the case to the district court for furiveceedings. On August 28, 2006,
MercExchange renewed its motion for a permanenhirtjon in the U.S. District Court for the East&nstrict of Virginia. Final briefs on such
motion were filed in March of 2007.

If eBay is not successful in appealing or modifythg court’s ruling, or in the remanded proceeditigsy would likely be forced to pay
significant additional damages and licensing fee§@ modify their business practices. An adveudiag to eBay could potentially subject us
to similar successful claims in the future and élfiere could adversely affect our business, resiiltgerations and financial condition.

We filed our first three applications to registee hame “MercadoLivre” in Brazil with the Institudacional da Propriedade Industrial (the
National Institute of Industrial Property, or INRI) October 7, 1999. Editora Livre Mercado Ltdgoublishing company, challenged the

three applications based on their trademark “LMercado,” a trade magazine. These challenges arently pending with INPI. In addition to
these processes, Agéncia Folha de Noticias Ltdewa company, filed an application to registerrtame “MercadoLivre” on October 7,
1999, a few hours before we filed our applicatife challenged that application. We cannot assuuetlyat we will succeed in obtaining these
trademarks or in our challenges to existing orrei@pplications by other parties. If we are notcessful, we could face claims by any future
trademark owners. Any past or future claims retatmthese issues, whether meritorious or not,ccoalise us to enter into costly royalty
and/or licensing agreements. We may also have
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to modify our brand name in certain countries if anccessful demands against us are too expersiyeof these circumstances could
adversely affect our business, results of operatsn financial condition.

From time to time, we are involved in other dispute regulatory inquiries that arise in the ordyneourse of business. The number and
significance of these disputes and inquiries acesimsing as our business expands and we grow la&ggrclaims or regulatory actions against
us, whether meritorious or not, could be time comigg, result in expensive litigation, require siggant amounts of management time, and
result in the diversion of significant operationadources.

We may not be able to secure licenses for thirdtpaechnologies that we rely on.

We also rely on certain technologies that we lieginem third parties, such as Oracle Corp., SAP a@ Salesforce.com, the suppliers of key
database technology, the operating system andfispleaidware components for our services. We caaastire you that these third-party
technology licenses will continue to be availaleis on commercially reasonable terms. If we weteable to make use of this technology,
would need to obtain substitute technology that mapf lower quality or performance standards areaater cost, which could materially
adversely affect our business, results of operatsn financial condition.

Problems that affect our thir-party service providers could potentially advessaffect us as well.

A number of parties provide beneficial servicesidoor to our users. These services include thengost our servers, and the postal and
payments infrastructures that allow users to debivel pay for the goods and services traded amdngstselves, in addition to paying their
MercadoLibre marketplace bills. Financial, regutgt@r other problems that might prevent these camgs from providing services to us or
our users could reduce the number of listings ann@bsites or make completing transactions on abrsites more difficult, which would ha
our business. Any security breach at one of thesgpanies could also affect our customers and hambusiness. Although we generally have
been able to renew or extend the terms of conheatwangements with these third party service iderg on acceptable terms, we cannot
assure you that we will continue to be able to@inghe future.

Complaints from customers or negative publicity alh@ur services can diminish consumer confidencedsadversely affect our business.

Because volume and growth in adoption are key fadtr our profitability, customer complaints orgagive publicity about our customer
service could severely diminish consumer confiden@nd use of our services. Measures we sometakesto combat risks of fraud and
breaches of privacy and security can damage reltigth our customers. To maintain good customletioms, we need prompt and accurate
customer service to resolve irregularities anduisg Effective customer service requires signifiggersonnel expense and investment in
developing programs and technology infrastructaredip customer service representatives carryhmiit tunctions. These expenses, if not
managed properly, could significantly impact ouwffiability. Failure to manage or train our custamervice representatives properly could
compromise our ability to handle customer compta@ftectively. If we do not handle customer comptsieffectively, our reputation may
suffer and we may lose our customers’ confidence.
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As part of our program to reduce fraud losses letimn to MercadoPago, we make use of MercadoPatidraud models and we may
temporarily restrict the ability of customers taldraw their funds if we identify those funds oe ttustomer’s account activity as suspicious.
MercadoPago has not been subject to any signifivagtive publicity about this, but a few users wiawe banned from withdrawing funds
started legal actions against us. As a result oeéforts to police the use of our services, Meafzaljo may receive negative publicity, our
ability to attract new MercadoPago customers magldseaged, and we could become subiject to litigatfany of these events happen, cur
and future revenues could suffer, and our datateaémology operating margins may decrease. Iniadditegative publicity about or
experiences with MercadoPago customer support aalde MercadolLibre’s reputation to suffer or aféensumer confidence in the
MercadoLibre brand.

We may not realize benefits from recent or futureadegic acquisitions of businesses, technologis;vices or products despite their costs in
cash and dilution to our stockholders.

Although we currently have no understandings, camments or agreements with respect to any currefittore material acquisition, we intend
to continue to acquire businesses, technologiegices or products, as we have done in the paktauit acquisitions of iBazar, Lokau, and
DeRemate, which we believe are strategic if an@mpate opportunity presents itself. We cannot, &esv, assure that we will be able to
identify, negotiate or finance such future acqiosis successfully or at favorable valuation, oeffectively integrate these acquisitions with
current business. The process of integrating aniestjbusiness, technology, service or product@tobusiness may result in unforeseen
operating difficulties and expenditures. Moreo¥eture acquisitions may also generate unforeseesspres and/or strains on our
organizational culture.

Additionally, acquisitions could result in poterfyadilutive issuances of equity securities, theurrence of debt, contingent liabilities and/or
amortization expenses related to goodwill and oititangible assets, which could materially adversdiect our business, results of operations
and financial condition. Any future acquisitionsather businesses, technologies, services or pteduight require us to obtain additional
equity or debt financing, which might not be aviliéaon favorable terms, or at all. If financingaigilable, it might cause the dilution of our
common stock.

We are subject to seasonal fluctuations in our réiswof operations.

We believe that our results of operations are sama¢weasonal in nature (as is the case with toaditiretailers), with relatively fewer listings
and transactions in the first quarters of the yaad, increased activity as the year-end shoppiagoseinitiates. This seasonality is the result of
fewer listings after the Christmas and other hglgdand summer vacation periods in our Southern $pgmere markets. To some degree, our
historical rapid growth may have overshadowed s cyclical factors that might have influenard business to date. Seasonal or cyclical
variations in our operations could become more puoced over time, which could materially adversdfect our quarter to quarter results of
operations in the future.

We have spent significant resources to launch andriet classified advertisements on the MercadoLilbnarketplace, which may not be
successful in generating sufficient revenues for.1

In order to address the specific needs of buyetssatiers of motor vehicles, vessels, aircraft, esgate and services, we created classified
advertisements in the MercadoLibre marketplace.
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We have spent considerable resources in creatithgnanketing this space. However, this investment na be successful in generating
additional revenues for us and we may incur lofses offering this service. These losses could reweaterial adverse effect on our business,
results of operations and financial condition.

We operate in a highly competitive and evolving rket, and therefore face potential reductions in thee of our service.

The market for trading over the Internet is relalwynew in Latin America, rapidly evolving and insely competitive, and we expect
competition to become more intense in the futueeriBrs to entry are relatively low, and currend aew competitors can launch new sites at a
relatively low cost using software that is commaligiavailable. We currently or potentially competith a number of other companies.

Our direct competitors include various online saled auction services, including DeRemate in Cdile Argentina, MasOportunidades.con
Argentina, and a number of other small serviceduiting those that serve specialty markets. We @sopete with business-to-consumer
online e-commerce services, such as B2W Inc. iziBaad with shopping comparison sites, such as8pé and Bondfaro, located throughout
Latin America. In addition, we compete with onlio@mmunities that specialize in classified adventieets. We face competition from a
number of large online communities and serviceshhge expertise in developing online commercefaattitating online interaction. Certain
of these competitors, including Google, Amazon.cbtitrosoft and Yahoo! currently offer a variety lmfisiness-to-consumer trading services,
searching services and classified advertising sesyiand certain of these companies may introduzbr online trading to their large user
populations. Other large companies with strong ¢hr@eognition and experience in online commerceh s1s large newspaper or media
companies also compete in the online listing maikét also compete with traditional brick-and-moretailers to the extent buyers choose to
purchase products in a physical establishment pssgal to on our platform. Any or all of these comnipa could create competitive pressures,
which could have a material adverse effect on omsirtess, results of operations and financial caodit

We no longer have a non-competition arrangemettit @itay. If eBay were to compete directly with uddaynching a competing platform in
Latin America, it would have a material adverseetffon our results of operations and prospectsil&lyn eBay or other larger, well-
established and well-financed companies may acguawest in or enter into other commercial relasibips with competing online trading
services. Therefore, some of our competitors anenpial competitors may be able to devote grea®sources to marketing and promotional
campaigns, adopt more aggressive pricing poliaielsdevote substantially more resources to websiesgstems development than us, which
could adversely affect us.

In many cases, companies that directly or indiyemtimpete with us provide Internet access. Thesgetitors include incumbent telephone
companies, cable companies, mobile communicationgeanies and large Internet service providers. Saftleese providers may take
measures that could degrade, disrupt, or incréesedst of customersise of our services. For example, they could istri prohibit the use
their lines for our services, filter, block or deldne packets containing the data associated witlpoducts, charge increased fees to us or our
users for use of their lines to provide our servjar seek to charge us for our customers’ useiogervices or receipt of our e-mails. These
activities are technically feasible. Although weséanot identified any providers who intend to télkese actions, any interference with our
services or higher charges for access to the latecould cause us to lose existing users, impaiability to attract new users, limit our
potential expansion and harm our revenue and growth
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We face the risk of political and economic crisésstability, terrorism, civil strife, expropriatiorand other risks of doing business in
emerging markets.

We conduct our operations in emerging market coestn Latin America. Economic and political dey@leents in these countries, including
future economic changes or crises (such as inflatinrrency devaluation or recession), governmeatltbck, political instability, terrorism,
civil strife, changes in laws and regulations, @xpration or nationalization of property, and exaepa controls could impact our operations or
the market value of our common stock and have amaatidverse effect on our business, financiatldé@m and results of operations.

In the past, the performance of the economies tifillamerican countries has been affected by eacintcy's political situation. For example,
during its crisis in 2001 and 2002, Argentina eigrered social and political turmoil, including divnrest, riots, looting, protests, strikes and
street demonstrations. Government policies to ppeaonch civil, social and political turmoil affectéhe Argentine economy. More recently,
the Venezuelan and Bolivian administrations hawenalized or announced plans to nationalize ceiitadustries and expropriate certain
companies and property, and, in Venezuela, theradtration has imposed exchange controls.

Although economic conditions in one country mayetisignificantly from another country, we cannesare that events in one country alone
will not adversely affect the market value of, canket for, our common stock.

Latin American governments have exercised and con# to exercise significant influence over the eamies of the countries where v
operate. This involvement, as well as political aadonomic conditions, could adversely affect oursiness.

Governments in Latin America frequently intervendhie economies of their respective countries awdgionally make significant changes in
policy and regulations. Governmental actions tatidiinflation and other policies and regulatiora/b often involved, among other measures,
price controls, currency devaluations, capital oaletand limits on imports. Our business, financi@hdition, results of operations and
prospects may be adversely affected by changesviargment policies or regulations, including suattérs as: exchange rates and exchange
control policies; inflation rates; interest ratesijff and inflation control policies; import duen information technology equipment; liquidity
of domestic capital and lending markets; electricitioning; tax policies; and other political, fimatic, social and economic developments in
or affecting the countries where we operate. Amayead reduction of foreign investment in any of twintries where we operate may have a
negative impact on such country’s economy, affectinerest rates and the ability of companies sischurselves to access financial markets.

Latin America has experienced adverse economic dbads.

Latin American countries have historically expeded uneven periods of economic growth, as weleasssion, periods of high inflation and
economic instability. Certain countries have exgreeced severe economic crises, which may still fateee effects. For example, in 2001
Argentina defaulted on its sovereign debt due t@seeconomic turmoil. In the first half of 2005,g&ntina restructured part of this sovereign
debt. Certain creditors did not agree to the resitiring. Argentina’s past default and its failuoe t
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restructure completely its remaining sovereign detat fully negotiate with the holdout creditors npagvent Argentina from obtaining
favorable terms or interest rates when accessmgtbrnational capital markets. Litigation inigdtby holdout creditors or other parties may
result in material judgments against the Argengjoeernment and could result in attachments of joinctions relating to assets of Argentina
that the government intended for other uses. Assalt, the government may not have the financedueces necessary to implement reforms
and foster growth, which could have a material aslveffect on the country’s economy. Any of thedeease economic conditions may occur
again in the future, which would adversely affeat business, financial condition and results ofrapiens.

Local currencies used in the conduct of our busisesre subject to depreciation, volatility and exeigge controls.

The currencies of many countries in Latin Amerioaluding Brazil, Argentina and Mexico, have expeced substantial depreciation and
volatility, particularly against the U.S. dollan the past. However, certain currencies have afgieecagainst the U.S. dollar in recent years.
Currency movements, as well as higher interessrai@ve materially and adversely affected the emie®of many Latin American countries,
including countries which account or are expecteddcount for a significant portion of our revenuBse depreciation of local currencies
creates inflationary pressures that may have aarad\effect on us and generally restricts accetbgetmternational capital markets. For
example, the devaluation of the Argentine pesdhaalsa negative impact on the ability of Argentinsibesses to honor their foreign currency
denominated debt, led to very high inflation ifl§iasignificantly reduced real wages, had a negsitnpact on businesses whose success is
dependent on domestic market demand, and advex§etted the government’s ability to honor its fgredebt obligations. On the other hand,
the appreciation of local currencies against th&. dollar may lead to the deterioration of the puatcounts and balance of payments of the
countries where we operate, as well as to a loaen@mic growth related to exports.

We may be subject to exchange control regulatidmsiwmight restrict our ability to convert localreencies into U.S. dollars. For example, in
2001 and 2002, Argentina imposed exchange cordaralgransfer restrictions substantially limiting #bility of companies to retain foreign
currency or make payments abroad. These restrictiane been substantially eased, including thapérieg the Central Bank’s prior
authorization for the transfer of funds abroadrithen to pay principal and interest on debt obligragi In addition, Brazilian law provides that
whenever there is a serious imbalance in Brazdlamce of payments or reason to foresee a senthelance, the Brazilian government may
impose temporary restrictions on the remittandeteign investors of the proceeds of their investtaén Brazil. Currently, Venezuela has
certain exchange control regulations in place tésirict our ability to convert local currency intbS. dollars. Any additional imposition of
exchange controls could adversely affect our compan

Our reporting currency is the U.S. dollar but ouerenues are paid in foreign currencies. Therefoifethe U.S. dollar strengthens relative to
these foreign currencies (i.e. the foreign currersi devaluate against the U.S. dollar), the econordtue of our revenues in U.S. dollar
terms will decline.

We are subject to increased risks relating to fpreiurrency exchange rate fluctuations. Becauseomduct our business outside the United
States and receive almost all of our revenuesiirenaies other than the U.S. dollar, but reportresults in U.S. dollars, we face exposure to
adverse movements in currency exchange rates.urhencies of certain countries where we operatduding
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most notably Brazil, Argentina and Mexico, havedrigally experienced significant devaluations. Tasults of operations in the countries
where we operate are exposed to foreign exchatgdéuatuations as the financial results of thelaaple subsidiaries are translated from the
local currency into U.S. dollars upon consolidatifithe U.S. dollar weakens against foreign cucies, as occurred in 2004, 2005 and 2006,
the translation of these foreign-currency-denongiddtansactions will result in increased net reesnoperating expenses, and net income.
Similarly, our net revenues, operating expensed nah income will decrease if the U.S. dollar sgtbiens against foreign currencies. While we
have entered in the past into transactions to hpdgens of our foreign currency translation exgres these are expensive, and in addition it is
impossible to perfectly predict or completely elivaie the effects of this exposure.

Inflation and certain government measures to cunhfliation may have adverse effects on the econonaitthe countries where we operai
our business and our operations.

Most Latin American countries have historically ekpnced high rates of inflation. Inflation and ssmeasures implemented to curb inflation
have had significant negative effects on the ecoeswf Latin American countries. Governmental awitaken in an effort to curb inflation,
coupled with speculation about possible futurecastj have contributed to economic uncertainty dveryears in most Latin American
countries. The Latin American countries where werafe may experience high levels of inflation ie thture that could lead to further
government intervention in the economy, including introduction of government policies that couddersely affect our results of operations.
In addition, if any of these countries experienigghlrates of inflation, we may not be able to atlfhe price of our services sufficiently to off
the effects of inflation on our cost structuresteturn to a high inflation environment would alsso/h negative effects on the level of economic
activity and employment and adversely affect owgiess and results of operations.

Developments in other markets may affect the Lafimerican countries where we operate, our financ@indition and results of operation:

The market value of securities of companies suatuaselves, may be, to varying degrees, affectegicbopomic and market conditions in other
global markets. Although economic conditions vaont country to country, investors’ perception of #vents occurring in one country may
substantially affect capital flows into and sedastfrom issuers in other countries, including haimerican countries. Various Latin American
economies have been adversely impacted by theégabitnd economic events that occurred in sevenarging economies in recent times,
including Mexico in 1994, the collapse of severalah economies between 1997 and 1998, the ecorwisi® in Russia in 1998, the Brazilian
devaluations in January of 1999 and in 2002, thgeAtine crisis of 2001 and the market decline &tptember 11, 2001. Furthermore, Latin
American economies may be affected by events ieldped economies which are trading partners oritiadct the global economy.

Developments of a similar magnitude to the inteéomeati markets in the future can be expected to imd¥e affect the economies of Latin
American countries and therefore us.
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E-commerce transactions in Latin America may be indeel by the lack of secure payment methods.

Unlike in the United States, consumers and meresharitatin America can be held fully liable for diecard and other losses due to thiakty
fraud. As secure methods of payment for e-commgacesactions have not been widely adopted in Lamrerica, both consumers and
merchants generally have a relatively low confidelevel in the integrity of e-commerce transactidnsaddition, many banks and other
financial institutions have generally been reluttargive merchants the right to process onlinedaations due to these concerns about credit
card fraud. Unless consumer fraud laws in Latin Aoa& countries are modified to protect e-commeneechants and consumers, and until
secure, integrated online payment processing metagifully implemented across the region, ouiitgiib generate revenues from e-
commerce may be limited, which could have a mdtadserse effect on our company.

Political and economic conditions in Venezuela mhagve an adverse impact on our operatiol

We conduct significant operations in Venezuelagiifig both our MercadoLibre marketplace and Mer&adm online payments solution, and
have 14 employees who work in the country. Recettily political and economic conditions have becimgeasingly volatile and unstable.
Among other things, the government has announaetsgb modify the nation’s constitution, includitng possibility of unlimited re-elections.
We cannot predict the impact of constitutional adreants on our business. Also, the Venezuelan Natibgsembly has granted President
Hugo Chéavez the power to rule by decree and alldvidthe power to carry out the nationalizatiorceftain businesses in the electricity,
energy and telephony sectors and Mr. Chavez headyircommenced nationalizing Venezuela's largéstdenmunications company. We
cannot predict the economic and regulatory impafresident Chavez'’s initiatives, or whether thex®auelan government will extend
nationalization to e-commerce related or otherrmesses that could impact our operations. Natioatédiz of electrical or other companies
could reduce our or our customers’ access to Es\ac increase the costs of providing or accessimgervices.

In addition, the Venezuelan government has impésesign exchange and price controls on the localericy. These foreign exchange cont
increase our costs to, and also limit our abilitydonvert local currency into U.S. dollars anahgfer funds out of Venezuela, and may have an
adverse effect on our Venezuelan customers. Farmitteemonths ended September 30, 2007, we inctoredyn currency loss related to
Venezuelan revenue of approximately $1.3 milliammpared to approximately $0.2 million for the cepending period in 2006, due to the
increased costs of transferring funds out of VerkzuNe cannot predict the long-term effects ohaxge controls on our ability to process
payments from Venezuelan customers or on the Vet@zi@economy in general. Recent political eventeladso resulted in significant civil
unrest in the country. Continuation or worseninghef political and economic conditions in Venezuwaald materially and adversely impact
our future business, operations, financial condiiod results of operations.

ltem — 2 Unregistered sales of Equity Securities ahUse of Proceeds

Our registration statement on Form S-1, as ame(fledistration No. 333-142880), (the “RegistratidatS&ment”) with respect to our initial
public offering (the “Offering”) of common stockapvalue $0.01 per share, was declared effectivekugust 9, 2007. We sold a total of
3,000,000 shares of common stock in the Offerirgjtae selling stockholders sold a total of 15,488,8hares of common stock in the
Offering. The Offering closed on August 15, 200d did not terminate before any securities were.sold
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As of the date of filing this report, the Offerihgs terminated and all of the securities registpteduant to the Registration Statement have
been sold. The managing underwriters of the Offeviere J.P. Morgan Securities Inc., Merrill Lynétierce, Fenner and Smith Incorporated,
RBC Capital Markets Corporation and Pacific CrestBities Inc. The aggregate amount registeredtadggregate amount of the shares
offered and sold in the Offering were each $332,786.

Underwriting discounts and commissic $2,430,00!
Finders fee: —

Expenses paid to or for our underwrit $ 400,00(
Other expense $1,596,76!
Total expense $4,426,76!

All of the foregoing expenses were direct or indingayments to persons other than (i) our directfficers or any of their associates;
(i) persons owning ten percent (10%) or more af@mmon stock; or (iii) our affiliates.

The net proceeds to us of the Offering were appnately $49.6 million. We have used $9.5 milliortloé net proceeds to repay the total
outstanding principal amount and accrued interadeuthe Loan and Security Agreement dated Nove@p2005, between us and eBay, Inc.
Based on our review of SEC filings, eBay is the emof more than 10% of our common stock. The redeinf the net proceeds has been
invested in short-term, interest-bearing, investirggade securities.
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Iltem — 6 Exhibits

10.1 Summary of compensation plan for outside direc!
10.z Form of Restricted Stock Award Agreement for Owgditirectors

31.1 Certification of Chief Executive Officer pursuant$ecurities Exchange Act Rule 13a-14, as adopieslipnt to
Section 302 of the Sarbal-Oxley Act of 2002

31.Zz Certification of Chief Financial Officer pursuamt $ecurities Exchange Act Rule 13a-14, as adopieslipnt to
Section 302 of the Sarbar-Oxley Act of 2002

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantctioBe906 ol
the Sarban«Oxley Act of 2002
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Signatures

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

MERCADOLIBRE, INC.
Registrant

Date: November 14, 20( By /s/ Marcos Galperin

Marcos Galperir
President and Chief Executive Offic

By /s/ Nicolas Szekas
Nicolas Szekas
Executive Vice President and Chief Financial Offi
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Exhibit 10.1

Adoption of Compensation Plan for Outside Direcl

On September 17, 2007, the Board, upon the recohatien of the Compensation Committee of the Boadibpted a compensation plan for
outside directors, as defined by the Board. Ther@saurrent outside directors are Emiliano Calekniand Ms. Serra. Under the terms of the
plan, the outside directors will receive an anruzah retainer fee of $30,000 and an annual gramistficted Common Stock (“Restricted
Shares”). As of September 17, 2007, the Companydeglaeach of Mr. Calemzuk and Ms. Serra 1,000 Restr Shares for their original
grants. On the first anniversary of each directoe&pective original Restricted Shares grant detelh outside director will receive a grant of
additional Restricted Shares having a value equ$80,000, based on the closing sale price of thrar@on Stock on the prior trading day. On
the second anniversary of each director's respeatiiginal Restricted Shares grant date, eachdritiirector will receive a grant of additional
Restricted Shares having a value equal to $40/%d on the closing sale price of the Common Siadke prior trading day. Each grant of
Restricted Shares will vest twelve months followthg grant date. Restricted Shares will be grapteduant to the Company’s Amended and
Restated 1999 Stock Option and Restricted Stoak Flae Company reimburses nonemployee directoradival travel and out-of-pocket
expenses incurred in connection with attending mgetof the Board and committees of the Board. fbHewing chart summarizes the annual
compensation plan for outside directors:

Cash Retainer FMV of Restricted Share Grant @
Year 1@ $30,000 $27,750
Year 21 $30,000 $30,000
Year 3® $30,000 $40,000

@ Paid and issued on each outside director’s eleckita with respect to Year 1 and the first and sé@mniversary date of each such
election date with respect to Years 2 and 3, rasedy.

@ Based on the closing sale price of the Companyisnzon stock on the business day prior to the outdiidetor’s (i) election date with
respect to Year 1 and (ii) first and second ansiasr date of election date with respect to Yeaaa®3, respectively.



Exhibit 10.2

FORM OF
MERCADOLIBRE, INC.
RESTRICTED STOCK AGREEMENT

THIS RESTRICTED STOCK AGREEMENT (the “ Agreeméiteffective as of the day of , 200__, governs
the Restricted Stock award granted by MERCADOLIBRE., a Delaware corporation (the “ Compdiyto (the “ Participant

"), in accordance with and subject to the provisiofithe Company’s Amended and Restated 1999 Rption and Restricted Stock Plan (the
“Plan”). A copy of the Plan has been made availabléé¢oRarticipant. All terms used in this Agreemeat #ire defined in the Plan have the
same meaning given them in the Plan.

1. Grant of Awards In accordance with the Plan, and effective as of , 200___(the “ Date of Grant), the Company granted to
the Participant, subject to the terms and conditimiithe Plan and this Agreement, a Restrictedkstaard of shares of Common
Stock (the “ Stock Award).

2. Vesting. The Participant’s interest in the shares of Comi&tock covered by the Stock Award shall be veatetinonforfeitable on
, 200__, if the Participant remains a member of the Bdeoth the Date of Grant until , 200___. Notwithstanding the
preceding sentence, the Participant’s interesH iof éhe shares of Common Stock covered by thelSfovard shall be vested and
nonforfeitable on the date of the Participant’stbéfthe Participant remains a member of the Bdeoth the Date of Grant until the date of his
death. If the Participant ceases to be a membtiredBoard prior to , 200___, for any reason other than death, any shares of
Common Stock covered by the Stock Award shall bieited on the date that the Participant ceaseg @ member of the Board.

3. Transferability Shares of Common Stock covered by the Stock Aweatlhave not become vested and nonforfeitableugdction 2
cannot be transferred. The shares of Common Swakred by the Stock Award may be transferred, stiltpethe requirements of applicable
securities laws, after they become vested and mnigitfable under Section 2.

4. Shareholder RightsOn and after the Date of Grant and prior to thaifeiture, the Participant shall have all of tights as a
shareholder of the Company with respect to theeshaf Common Stock covered by the Stock Awarduhiclg the right to vote the shares and
to receive, free of all restrictions, all dividenals the shares. Notwithstanding the preceding seateany shares of Common Stock issued with
respect to the Common Stock covered by the StocarAwn a stock dividend, stock split, etc., shalMested and transferable to the extent that
this Stock Award has become vested and transfeuafaler Section 2.

5. No Right to Continued Servic& he grant of the Stock Award does not give thei€pant any right with respect to continuance of
service with the Company, nor shall it interfereamy way with the right of the Company to terminiaite service at any tim




6. Custody of CertificateThe certificate evidencing the Common Stock cesldsy the Stock Award (and any shares issued w#peact
to those shares) shall be held by, or on behathefCompany until the shares have become vestettamsferable under Section 2.

7. Grant of Stock PowerThe Participant hereby appoints the Company’&f0hxecutive Officer, or his or her successor hasttue and
lawful attorney of the Participant, to endorse ardcute for and in the name and stead of the Reatitany certificates evidencing the shares
of Common Stock covered by the Stock Award (andsdrares issued with respect to those shares)rinédréeited under Section 2.

8. Governing Law. This Agreement shall be governed by the law$ef3tate of Delawar

9. Conflicts.In the event of any conflict between the provisiofighe Plan as in effect on the Date of Grant gl Agreement, the
provisions of the Plan shall govern. All referenbesein to the Plan shall mean the Plan as in edfethe Date of Grant.

10. Participant Bound by Plaihe Participant hereby acknowledges that a copglgeoPlan has been made available to him and atpees
be bound by all the terms and provisions of thePla

11. Binding EffectSubject to the limitations stated above and inRtam, this Agreement shall be binding upon theiélpeint and his or
her successors in interest and the successors @fdmpany.

IN WITNESS WHEREOF, the Company and the Particifieavte executed this Agreement effective as of #ie det forth above.

MERCADOLIBRE, INC.

By:
Name: Marcos Galperil
Title:  President and Chief Executive Offic




Exhibit 31.1

CERTIFICATION PURSUANT TO
RULE 13A-14 OF THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Marcos Galperin, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of MercadoLibre, Inc. (th“registran”);

Based on my knowledge, this report does notaiorny untrue statement of a material fact or aanttate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrant’s other certifying officers anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(@) Designed such disclosure controls and procsgorecaused such disclosure controls and procedaoitee designed under our

supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us

by others within those entities, particularly dgyithe period in which this report is being prepa
(b) [Omitted in reliance on SEC Release Nc-8238; 347986 Section Ill.E]

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbd report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitiat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrant’s other certifying officers anidave disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theittemmmittee of registrant’s board of directors p@rsons performing the equivalent
function):

(&) All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reporting which ai
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmahcial information; ant

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a signiifiole in the registrant’s
internal control over financial reportin

November 14, 200 By: /s/ Marcos Galperin

Marcos Galperin
Chief Executive Office



Exhibit 31.2

CERTIFICATION PURSUANT TO
RULE 13A-14 OF THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Nicolas Szekasy, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of MercadoLibre, Inc. (th“registran”);

Based on my knowledge, this report does notaiorny untrue statement of a material fact or aanttate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtaisg with respect to the period
covered by this repor

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtf@ periods presented in this rep

The registrant’s other certifying officers anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(@) Designed such disclosure controls and procsgorecaused such disclosure controls and procedaoiee designed under our

supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us

by others within those entities, particularly dgyithe period in which this report is being prepa
(b) [Omitted in reliance on SEC Release Nc-8238; 347986 Section Ill.E]

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbd report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitiat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrant’s other certifying officers anidave disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theittemmmittee of registrant’s board of directors p@rsons performing the equivalent
function):

(&) All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reporting which ai
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmahcial information; ant

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a signiifiole in the registrant’s
internal control over financial reportin

November 14, 200 By: /s/ Nicolas Szekasy

Nicolas Szekas
Chief Financial Office



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f MercadoLibre, Inc. (the “Company”) for the jm&t ending September 30, 2007
as filed with the Securities and Exchange Commiseiothe date hereof (the “Report”), |, Marcos @ailp, Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01258 adopted pursuant to section 906 of the Sask@mley Act of 2002, that:

(2) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finanaaldition and results of operations of the
Company.

/s/ Marcos Galperin
Marcos Galperir

Chief Executive Office
November 14, 200

The foregoing certification is being furnished $pl® accompany this report pursuant to 18 U.S3501 and is not being filed for
purposes of Section 18 of the Securities and Exghdtt of 1934, as amended, and is not to be ircatpd by reference into any filing of the
Company whether made before or after the date hermardless of any general incorporation languagich filing. A signed original of this
written statement required by Section 906, or otttmument authenticating, acknowledging, or othsevedopting the signature that appears in
typed form within the electronic version of thisitien statement required by Section 906, has bearided to the Company and will be
retained by the Company and furnished to the Séesiand Exchange Commission or its staff uponesgju



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f MercadoLibre, Inc. (the “Company”) for the jm&t ending September 30, 2007
as filed with the Securities and Exchange Commiseiothe date hereof (the “Report”), I, Nicolas &=y, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. Section01258 adopted pursuant to section 906 of the Sask@mley Act of 2002, that:

(2) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934, as amended; and

(2) the information contained in the Report faphesents, in all material respects, the finanaaldition and results of operations of the
Company.

/sl Nicolas Szekasy
Nicolas Szekas

Chief Financial Office!
November 14, 200

The foregoing certification is being furnished $pl® accompany this report pursuant to 18 U.S3501 and is not being filed for
purposes of Section 18 of the Securities and Exghdtt of 1934, as amended, and is not to be ircatpd by reference into any filing of the
Company whether made before or after the date hermardless of any general incorporation languagich filing. A signed original of this
written statement required by Section 906, or otttmument authenticating, acknowledging, or othsevedopting the signature that appears in
typed form within the electronic version of thisitien statement required by Section 906, has bearided to the Company and will be
retained by the Company and furnished to the Seesiand Exchange Commission or its staff uponesty



