
Current Price: $1773.96
Target Price: $2413.80
Implied Upside: 36.1%

Recommendation: BUY

April 2026

Mercado Libre
NASDAQ: MELI

Caleb Shirk, Nick White,       
Ramzi Tabanji, Caden Pitz



What do all of these products have in common?
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Company Overview Revenue by Segment ($bn)

Geographic Breakdown

Sources: S&P CapIQ, Company Filings

Why  it’s Hard to Replicate 

Mercado Libre

E-Commerce Marketplace
• Connects buyers & sellers across Latin 

America 
• Revenue:

• Transaction fees (~21% take 
rate)

• Ads & seller services 
• In-house logistics (Mercado Envios) 
• ~50% of shipments same/next day 

52.6%

22.4%

20.6%

4.4%

Brazil Mexico Argentina Other Countries

Fintech Platform (Mercado Pago)
• Digital wallet (on + off platform)
• Revenue: 

• Payments 
• Credit (consumer + 

merchant) 
• Financial services 

• Rapid growth in users + credit

The Amazon + PayPal of Latin America

Brazil (~50%) → Core 
profit engine 

Mexico → Fastest growth 
market 

Argentina → High volatility, 
high engagement

CAGR: 24.8%CAGR: 38.9%

’22 – ‘25 ’25 – ’28

60% 40%~ ~

Mercado Libre (NASDAQ: MELI) is the dominant integrated commerce and fintech platform in Latin America, poised to capture a massive 
underpenetrated market with ~25%+ revenue CAGR through 2028
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Executive Overview
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1
MELI’s Flywheel Creates a Self-Reinforcing Moat
Mercado Libre’s fully integrated ecosystem across commerce, payments, logistics, and credit creates a 
self-reinforcing flywheel that drives user growth, increases monetization, and strengthens competitive 
barriers over time

2
Unwarranted Pessimism Concerning Margin & Take-Rate Compression
Reduction of  free shipping thresholds and take-rates enables Mercado Libre to sustain its moat as the 
dominant player in the region; compression effects will wear off  long term as rates stabilize

(29.5)%

36.1%

77.8%
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Current Price: $1773.96
Target Price: $2413.80

Upside: 36.1%



The Flywheel Moat
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Limited Access to Formal Credit

• Formal borrowing penetration remains low across LatAm despite rising 
account ownership 

• Consumers and SMBs rely heavily on informal or alternative financing 

Structural Credit Gap

• Domestic credit / GDP significantly below developed markets 

• Thin-file consumers excluded from traditional underwriting systems

Situation Overview Unbanked Population

Massive Credit Gap in Latin America

21% 18%

48%
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Compared to most developed countries, Latin American citizens lack traditional 
bank accounts, services, and credit access, creating a critical credit gap

Despite rising account penetration across Latin America, access to formal credit remains limited, with a large portion of the population 
relying on informal financing—creating a significant opportunity for digital-first lenders

Sources: Global Findex Database, Company Filings 

60%
Argentinian adults

Don’t have a 
credit card

Use Mercado 
Pago to pay
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Lack of  Credit Access

More than half of Latin America’s workforce is employed in informal 
economies which make up 33% of the regions GDP 

Lingering Informal Economies 

Traditional banks in the region are unwilling to supply undocumented 
workers with accounts, making them unable to engage in ecommerce

Insufficient Documentation

With some of the highest rates of fraudulence, banks tend to be 
extremely cautious when approving transactions thus prioritizing cash

Rampant Skepticism

In-house credit scoring system from proprietary data allows them to 
grant access to customers underserved by financial institutions 

MELI’s Solution



Retail Ecommerce Penetration Ecommerce Traffic by Country 

Room to Expand
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LatAm’s ecommerce platform traditionally lags a decade behind the U.S. 
but is still expected to grow 54% from $151 bn to over $232 bn in 2028

MELI is Already Capturing the Credit Opportunity 

MELI’s Revenue Growth Rate Q4’2025 

48% 23% 56%

Despite their long presence in this region, 
MELI continues to extract value from 

Brazil, Mexico and Argentina at 
unprecedented rates

Despite rapid growth over the last decade, Latin America remains largely underpenetrated with regards to ecommerce and access to financial 
services leaving Mercado Libre ample untapped room to continue expanding its services and deepening its competitive moat 

Sources: CapIQ, Company Filings, IBISWorld 7

How MELI Monetizes the Credit Gap

Transition from Cash to Credit1

MELI offers users digital accounts based on marketplace transaction history 
rather than traditional credit history and has reached upwards of 61 mm MAUs

Assured Transaction Certainty2

In a region historically lagging behind in ecommerce infrastructure, MELI has laid 
down the foundation to ensure timely product delivery across the continent

Defined Framework in Underpenetrated Market3

Having entered in 1999 when ecommerce was essentially nonexistent, MELI has 
the tools to penetrate a region where physical commerce is ~85% of retail spend

Loan Portfolio
+90% YoY

Fintech Scale

$12.5B

Deposits

77.9M

Credit Growth

35%

Fintech MAU’s
+27% YoY

Current AUM
+~90% YoY 



The Flywheel Model

Sellers can access 
working capital to 
expand inventory

Platform captures 
transaction & logistics 

data

Mercado Envios logistics builds 
trust, reduces friction, and 

accelerates delivery

Mercado Envios

Credit Loans

Higher Transaction Volume

Proprietary 
data 

improves 
underwriting

Richer Consumer & Seller Data

Credit expands access 
to e-commerce

Targeted ads + 
personalization increase 

engagement

More users 
enter the 

ecosystem

Mercado Pago

Mercado Libre’s ecosystem creates a self-reinforcing, sustainable flywheel that repeatedly drives user growth, transaction volume, and 
monetization

Sources: Company Filings 8



Higher TPV raises fee revenue; funds in 
transit create float to support growth

Mercado Pago AUM ($bn)

4.6 5.5 6.6
8
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CAGR: 102.2%
High CAGR growth of AUM 

highlights the flywheel in action:

Transaction Growth → Wallet 
Adoption → Capital Expansion 

→ More Commerce
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The flywheel compounds as the ecosystem scales: more buyers and higher purchase 
frequency increase transaction density, strengthening sellers, payments, logistics, credit, 

and ads, while the resulting data improves underwriting, enabling more credit that 
increases purchasing power and inventory, driving further transactions and lending

Operating Leverage From Improving Scale Compounding Growth By Increasing Engagement

Flywheel Ecosystem Compounds Growth

Sources: Company Filings

Ads Scale

Credit 
Scale

Payments 
Scale

Logistics 
Density

High-Margin Revenue Mix Shift

High-ROIC Lending

Lower Cost Per Delivery

Higher Take Rate & Float

More orders enable route optimization; 
fixed delivery costs spread with volume

Better underwriting improves risk and 
pricing; more credit drives transactions

Scaling customer base expands advertisable 
mkt; new opportunity for high margin work
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An early focus on steady investment into developing an integrated logistics, ecommerce, and fintech platform has allowed Mercado Libre to 
reduce common barriers to entry in the region, increase trust between buyers and sellers, and create a pathway to capture new users



Why Now?
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1
MELI’s Flywheel Creates a Self-Reinforcing Moat
Mercado Libre’s fully integrated ecosystem across commerce, payments, logistics, and credit creates a 
self-reinforcing flywheel that drives user growth, increases monetization, and strengthens competitive 
barriers over time

2
Unwarranted Pessimism Concerning Margin & Take-Rate Compression
Reduction of  free shipping thresholds and take-rates enables Mercado Libre to sustain its moat as the 
dominant player in the region; compression effects will wear off  long term as rates stabilize
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Given market competition and the importance of free shipping in driving e-commerce growth, MELI reduced free shipping thresholds to 
grow their customer base, deepening their moat at the expense of short-term margin compression

“We are not trying to optimize short-term margin. We manage the business from a long-term 
perspective.” – Martin de Los Santos, CFO
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Fending Off Foreign Competition

Free Shipping Driving E-Commerce Growth

Free Shipping Threshold Reduction

~75% reduction

Why It Makes Sense for MELI…

…Despite Investor Shortsightedness“Free shipping has been one of the most 
important pillars of our value proposition for a 

decade.” – Q4’25 Letter to Shareholders

Foreign competitors entering the Latam market 
have prompted MELI to lever their logistical 

cost advantages

8.8% EPS miss

Free shipping 
threshold reduction

As MELI invests in deepening its moat and penetrating 
the market, investors sold off over short-term concerns

35%

GMV Growth

June 6th, 2025

45%

Items Shipped

26%

Unique Buyer Growth

Q4’25 YoY ResultsThreshold Reduction

79

20

(34%)

Strategic Rationale

Cost Absorption Deepens Moat

Sources: Company Filings 11
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Shift Towards Rational Competition

How Sea Limited (SE) Rate Hikes Benefit MELI

Primary Competitor SE lowers 
take rates to win market share, 

MELI forced to match rates & 
lower its shipping threshold

SE Faces immense pressure to 
maintain profitability & margins 

from global investors

SE begins prioritizing 
profitability over market share 

first strategy

Investor pressure prevents SE 
from market share takeover

SE raises take rates to match MELI. MELI (#1 player) no longer needs to 
lower take rates to defend market share

Downward pressure on MELI take rates eases pressure on margins MELI’s top and bottom line 
outperform, moat strengthens

Without take rate ceiling, MELI 
can expand margins       
without losing volume

MELI and SE operate at same 
price point, but MELI benefits 

from superior logistics

MELI won’t need to ease take 
rates and shipping thresholds as 

greatly as street predicts

Investors have sold out of pessimism about take rate cuts; however, these cuts are necessary to preserve MELI’s logistics moat and in the 
long run will help to maintain operating advantages over competitors

Sources: Company Filings, J.P. Morgan 12

Competitor Cuts Rates Rate Cut Subsidies Dry Up, Competitor Raises Take Rates MELI Margin Recovery



2017–2019
Free Shipping Launch

THE DECISION

Launched free shipping in Brazil and Mexico, 
absorbing fulfillment costs entirely

SHORT-TERM PAIN

~9pts gross margin compression (63% → 54% 
in one year)

LONG-TERM OUTCOME

•  9× stock return by 2020
•  29% GMV CAGR (2018–2023)
•  95% of deliveries in-house by 2024

ORIGIN OF THE MOAT

2024
Logistics Investment Cycle

THE DECISION

Accelerated warehouse build-out, credit 
expansion (+77% YoY), and logistics capex

SHORT-TERM PAIN

~9.5pts op. margin contraction (Q3 2024 vs 
prior year)

LONG-TERM OUTCOME

•  Margins fully recovered in 2 quarters
•  Q1 2025 op. margin: 13.5% (+5.9pts YoY)
•  Record quarterly op. income: $820M

FULLY RECOVERED

2025–Present
Free Shipping Threshold Cut

THE DECISION

Cut Brazil free shipping threshold from R$79 
→ R$19 to defend against Temu and Shein

SHORT-TERM PAIN

~5–6pts op. margin compression; stock −33% 
from ATH

LONG-TERM OUTCOME

•  GMV items sold: +45% YoY (Q4 2025)
•  Record new buyers added
•  Market share gains in Brazil & Mexico

IN PROGRESS

"We would not be a $50B+ GMV company today if not for building our logistics infrastructure and launching free shipping in 2017. We think this is the same 
case now."
— MELI Management, Q2 2025

A Proven Playbook
MELI's margin sacrifice leading to moat expansion is a repeated, proven pattern. Their lowering take rates, combined with investment, will 

serve to strengthen their moat and profitability long-term

A History of  Reinvestment

Sources: Bloomberg, Company Filings 14



Mercado Envios: Superior Logistics
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Amazon-esque Investment Strategy 

Internalized Logistics Drive Efficiency

• MELI reinvests cash in logistics to deepen its moat, 
with CAPEX tripling since 2023

• Pledged additional $2bn+ to logistics buildout by 
2028, reflecting a continued commitment to growth

• While some see this as a sign of weakness, it is a 
strategic necessity to deepen their moat

Logistics MOAT

Strategic Results

Unit shipping costs 
down 12% YoY in 
Mexico

42% YoY 2025 items 
sold increase following 
threshold reduction

75% of items 
delivered <48 hours

~95% of shipping is internal, spreading out fixed shipping 
costs, eliminating middlemen, and improving service quality

Investment Pays Off…

Air Superiority: MELI-Air Fulfillment Leadership

Bypasses LatAm infrastructure 
challenges with exclusive air cargo 

contracts

Manages ~50% of sellers' inventory, 
driving efficiency and lowering 

distribution times.

Unmatched Scale "MELI Places" Proximity

MELI surpasses competitors in scale. In 
Brazil along MELI – 42, Shopee- 16, 

Amazon – 12  (fulfillment centers)

7000+ independent neighborhood 
stores used for distribution & returns - 

reducing last-mile friction

Strengthened 
Moat

Unmatched density 
cuts unit costs and 
increases service 
quality

Taken with MELI’s  
other offerings, their 
logistics provide more 
value to sellers

Dominate 
Competition

MELI logistics enable 
profitability at lower 
thresholds / take rates

Logistic efficiency 
defends MELI from 
long term price wars 
and competition

Despite the market’s doubts, MELI’s heavy investment in logistics has strengthened their moat, enabling them to sustain lower take rates and 
shipping thresholds, gain market share, and financially outperform competitors

Sources: Company Filings 13



What You Need to Believe
1

2

Mercado Libre is uniquely positioned to capture new users in a historically 
underpenetrated Latin America due to their established infrastructure, self-

sustaining flywheel, and proprietary fintech data

Reduction of free shipping thresholds and take-rates enables Mercado Libre to 
sustain its moat as the dominant player in the region; compression effects will 

wear off long term as rates stabilize

Well positioned in 
an underpenetrated 

market

Overreaction to 
margin pressure and 
underappreciation 
of moat expansion

15
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Competitive Landscape

Sources: Company Filings

Global scale + logistics-first 
strategy

• Massive logistics footprint (200+ hubs, 
nationwide delivery expansion) 

• Competes on speed + Prime 
ecosystem 

• Aggressive free shipping (~R$19 
threshold) 

• Strong seller + advertising flywheel

Price disruptor → shifting to 
profitability

• Historically lowest price player (heavy 
subsidies) 

• Recently raised take rates +5–11pp 

• Standardizing free shipping, reducing 
subsidies 

• Lower ASP (~$50) → focused on low-
income consumers 

Integrated ecosystem leader

• Full-stack platform: Marketplace + 
Payments + Logistics 

• Higher ASP (~$150) → stronger 
monetization 

• Logistics scale + fintech subsidize 
growth 

• Monetizes via ads + credit + take rate

Only Mercado Libre combines logistics, fintech, and marketplace scale, creating a durable competitive moat

Latin American e-commerce is dominated by three players competing on logistics, price, and ecosystem scale
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MELI decided to 
invest in the 
untapped 
Brazilian market 
by spending $5.8 
billion and hiring 
14,000 people, 
mainly focusing 
on logistics and 
fintech services 
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(17.2%)

1.8%

22.7%

39.2%

1
The stock price 

increased 
significantly as 
MELI reported 
better Q1 2025 
earnings calls as 

they beat 
expectations on 

EPS, revenue and 
margins

2
Competitive 
pressure 
increased as 
Amazon 
announced 
significant 
investments in 
Brazil announcing 
it is a top 
investment target

3
Software and AI 
overvaluation 
fears have rattled 
investors, who 
flocked to 
emerging 
markets, which 
profited, all the 
while MELI has 
not followed suit

4
Geopolitical 
tensions in 
Venezuela, 
Mexico, and Iran 
leave investors 
worried due to 
potential supply 
chain  issues and 
consumer 
spending

5
The stock price 

dropped recently 
due to a Q4 2025 
earnings miss in 

which MELI 
missed on EPS 
expectations, 

despite beating 
on revenue

6

5

6

4

3

All Time High: 
$2,645.22

2

1

Annotated Stock Chart

Sources: Capital IQ, Company Filings 18

As MELI expanded into new markets, while beating expectations, the stock price reached an all time high of $2,645.22. However, as 
competition increased, while geopolitical tensions arose, margins have compressed, leading to a stock price decline
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• Valuation multiples have significantly decreased since 
2022, making the stock extremely cheap

• Although revenue growth has decreased, while absolute 
numbers increased, revenue growth is still outpacing any 
other Ecommerce business

• Furthermore, with margins expanding, we believe that the 
current multiples do not reflect the revenue and margin 
expansion story

MELI Multiple Evolution

MELI Multiple Evolution MELI Multiple Evolution

Too Cheap Too Handle…
While Multiples have compressed, while revenue growth has relatively slowed done and absolute financial numbers have increased, we believe 

that the current valuation does not reflect the industry-strong revenue growth and margin expansion story
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Risks and Mitigants

RISK

Amazon in Brazil

25+ years of regional expertise; 1M+ sqm 
fulfillment in Brazil; 95% deliveries in-house — a 

network Amazon is years from replicating at 
equivalent scale and unit economics

EM Currency & 
Macro

FX weakness already suppresses reported USD 
numbers — any reversion is a pure earnings 

tailwind; Mercado Fondo drives platform 
engagement specifically in high-inflation 

environments

Credit Portfolio 
Tail Risk

Proprietary transaction data gives MELI an 
underwriting edge unavailable to traditional banks; 

NPLs stable through 90% YoY credit growth; 
management has shown willingness to slow in 

downturns

Regulatory & 
Political Risk

18-country diversification buffers single-market 
shocks; cross-border trade regulation trend is 

favorable — targeting the structural cost 
advantages of Chinese platforms

Price & Take 
Rate Wars

Shopee is already raising take rates after years of 
subsidization — evidence MELI's moat is forcing 
competitors to rationalize economics rather than 

pricing MELI down

Margin Recovery 
Execution

Identical playbook executed in 2017–19 and 2024; 
Q4 2025 items sold +45% YoY and record buyer 
additions confirm the demand response is already 

materializing

MitigantRisk MitigantRisk

Despite facing various risks related to competition and global macroeconomic factors, we believe the MELI’s model is prepared to mitigate 
competitive pressures and market volatility.
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Income Statement



Balance Sheet (Assets)



Balance Sheet (Equity and Liabilities)



Cash Flow Statement – Operating Activities



Cash Flow Statement – Investing and Financing Activities



DCF Output



WACC


