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International Background Check ** CONFIDENTIAL ** Total Fee: $630 USD
Date: September 5, 2008 Billing Status: PAID
Client: Joseph Matthews Case #: 06018

Investigator: David Brooks
Biliing Hours: 14 hours at $50 per hour
Discount Applied: 10%

Investigation: Background investigation on Marcelo Faria de Lima currently residing in Sao Paulo, Brazit.

Part| Case Summary

The client contacted Wymoo International in order to conduct a background check investigation on the subject in
Sao Paulo, Brazil who has proposed to obtain a controlling interest in a financial institution. The client's primary
concern in this case is to verify that the subject is who he claims to be, verify the subject’s education and
employment history, and to search for nationwide criminal and court records on the subject in Brazil.

Partll Subject Data

Full Name: Marcelo Faria de Lima

Date of Birth:

Current Resid

Prior Residence. . " " " .

Education: PUC-RJ (Pontificia Universidade Catolica RJ). Dates attended from 1981 to 1985.

Employment: EDG, Estilo, Design 6 Gestao S.A.

Part Il Summary of Findings

Business Profile: Confirmed

« Mr. Marcelo Faria de Lima was appointed as the Chairman of the Board of Metaifrio Solutions on
January 19, 2007. Mr. Lima worked in financial markets for 12 years in banks, such as Donaldson,
Lufkin, & Jenrette (1998 to 2000), where he was an executive officer, serving mainly in the M&A area;
Banco Garantia (which was purchased in 1998 by Credit Suisse) (1996 to 1998), serving in the M&A
and capital markets areas; and ABN Amro Bank (1989 to 1996), where he was Chief Economist for
Brazil, an investment fund manager, as well as in the corporate finance and project finance areas. He
was lhe co-founder and Director / President of AreaUltil.com, in 2000, an internet portal specializing in
the real estate market. Mr. Lima is a current shareholder and former member of the board of directors
of Neovia Telecomunicagdes S.A., a Brazilian provider of wireless broadband access in Brazil. Since
January 2004, Mr. Lima has been a direct and indirect shareholder of this telecommunications firm.
Mr. Lima is also a shareholder and manager for Abyara Planejamento Imobiliario
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Part lll Summary of Findings (cont.)

Company Profile: Confirmed

¢ Metalfrio Solutions SA is a Brazilian company involved in the commercial cooling sector. The
Company’s product portfolio consists of over 200 different models of horizontal and upright plug-in
commercial refrigerators, each with a set of different applications, such as cooling beer, soft drinks,
ice cream and other products. Duse to their multiple functions, which include refrigeration and the
display and marketing of merchandise, the Company's refrigerators are used as refrigerated retait
space in supermarkets, restaurants, convenience stores, bars and other venues that seil cold or
frozen products to the public, and as a marketing tool for its customers. The Company sells its
products to its customers directly or through its network of distributors and sales agents. Metalfrio
Solutions' direct subsidiarias include: Metalfrio Solutions AS in Denmark, Metalfrio Solutions Inc in
the United States of America and Metalfrio Solutions Mexico SA de CV in Mexico.

Subject Profile: Confirmed
« Mr. Limais a native and current citizen of Brazil, who currently resides in the nation’s largest city, Sao
Paulo. According to public records, he has lived in Sao Paulo, Brazil for over 10 years and has no
criminal record. He received a bachelor's degree in Economics from Pontificia Universidade Catdlica
of Rio de Janeiro (PUC-RJ) in 1985, where he was a professor of Economics from 1988 to 1989.
Address Verification: Confirmed

The following data is from official Sao Paulo-based government and public records.

e Curre

Prior:

Education Verification: Confirmed
According to official University records, the subject was awarded the following degree.

+ Pontificia Unlversidade Catolica RJ - Bachelor of Economics in 1985.

The subject was a professor of Economy from 1988 to 1989 at Pontificia Universidade Catolica RJ.

Employment Verification: Confirmed

Metalfrio Solutions SA — Current

Donaldson, Lufkin, & Jenrette — 1998 to 2000
Banco Garantia — 1996 to 1998

ABN Amro Bank — 1989 to 1996
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Part lll Summary of Findings {cont.)

Criminal and Court Records: Confirmed

e Criminal and Cou ide public records were searched on the subject, Marcelo
Faria de Lima, born or criminal and court records from Sao Paulo, Brasilia, and
Rio de Janeiro. No records were tound on the subject having criminal record or court records. Based
on this finding, it is highly unlikely that the subject has any criminal record in the country of Brazil. It
is also highly unlikely that the subject has been the defendant in any federal or state court cases.

Part IV Conclusion

+ The subject’s current address was confirmed along with the subject previous residencs.

s The subject’s education was confirmed for a completed degree in Economics from PUC-RJ.
e Employment history was verified and no evidence was found of fraud or misrepresentation.
¢ No history of criminal or court records were found in our nationwide search on the subject.

* Based on these case findings, Wymoo finds no evidence of fraud or misrepresentation.
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Part V Legal Disclaimer and Agreement

1. Investigations, Wymoo International, LLC ("Wymoo") provides confidential background checks, surveillance and
investigations for clients. Wymoo makes Its best effort to obtain reliable information for our clients. Wymoo is unabie to
make any guarantee of reliability, or completeness of the findings provided to our clients. Wymoo requires prepayment for
all services and Client understands that services cannot be returned or cancelled once the services are provided or initiated.

2, General Restrictions. You agree to use the information Wymoo provides through its services for appropriate and legal
purposes. It is the Client’s responsibllity to comply with local, state and federal laws regarding the use and dissemination of
the services received. You agree that any information received from our services will not be used to harm, harass or
threaten any individual or entity. The information shall not be provided or resold to any other person or entity without prior
written consent from Wymoo. Clients consent and understand that if the information is misused Wymoo may at its option
report the misuse to any governmental agency. Wymoo reports are only to be used to aid the client in his or her own
decision~-making. All Wymoo services are strictly confidential.

3. Additional Restrictions. Criminal and civil court record background checks should not be relied upon as a complete
and accurate history. Clients must consult state and federal laws before using this information for employment related
issues. Wymoo is not licensed to practice law and as such cannot offer legal advice on how to use the information provided.
Proper use of our investigative reports, surveillance services and background checks is the sole responsibility of the client or
customer, Clients agree that Wymoo information and reports may not be copied, shared or distributed to any third party
without the written permission of Wymoo.

4. Misuse. In the event that Wymoo suspects that any of the services provided to Clients have been misused, it may
contact appropriate law enforcement agencies and may provide any information within its possession. Wymoo reserves the
right to cancel any services ordered, at any time without cause.

5. Fees and Refund Policy. Wymoo requires prepayment for all services. All client purchases are final and payments are
non refundable. Client agrees to pay the appropriate fees to Wymoo with a valid credit card. Client certifies that he/she is
an authorized user of the credit card. Client understands that Wymoo takes credit card fraud seriously, and Wymoo works
with law enforcement and private parties to address cases of fraud against our Company. PayPal or another merchant bank
of our choice processes all payments made to Wymoo. Wymoo will make its best effort to deliver accurate information in a
timely manner, however, client understands and accepts our services "AS IS" and without warranty.

6. Disclaimer Of Warranties. The information provided by Wymoo has been compiled from third parties, global public
records, and other proprietary sources, Wymoo makes no warranty that the information contained in any report is current,
complete or accurate. WYMQO HEREBY DISCLAIMS ALL REPRESENTATIONS AND WARRANTIES REGARDING THE
ACCURACY, CURRENCY, OR COMPLETENESS OF THE INFORMATION CONTAINED IN OUR REPORTS AND BACKGROUND
CHECKS, INCLUDING (WITHOUT LIMITATION) ALL WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE. ADDITIONALLY, UNDER NO CIRCUMSTANCES SHALL WYMOO BE LIABLE TO ANY CLIENT FOR ANY DAMAGES IN
EXCESS OF THE FEES CHARGED, INCLUDING (WITHOUT LIMITATION) ANY DIRECT, SPECIAL, INCIDENTAL, EXEMPLARY OR
CONSEQUENTIAL DAMAGES, LOST PROFITS, OR ANY OTHER CLAIMS OF YOURS OR THIRD PARTIES, EVEN IF WE HAVE
BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES. You assume all risks associated with the use of our services.

7. Indemnification. You hereby agree to indemnify and hold harmless Wymoo, its management, employees, members,
agents, associates, vendors, contractors, and assignees against any and all direct or indirect losses, claims, demands,
expenses (including attorneys' fees, litigation costs, and expenses).

8. Communication. Wymoo may contact clients by phone upon client request; however, Wymoo’s primary mode of
communication with its clients is by email. All client receipts, confirmation notices, reports and client messages are to be
delivered through electronic communications. Wymoo may communicate with clients to inform them of any changes, or to
report status to our existing clients vla email. Cllents are requesting that all reports be sent by emall.

9. Term. The term of this Client Agreement shall begin on the day that you agree to these terms by clicking 'Buy Now’
below the Client Agreement and submit payment to Wymoo. This agreement shall terminate upon the completion of
services by Wymoo. Paragraphs 2-6,7,10-14 shall survive the termination of this agreement.

10. Application Law. This Agreement and the application or interpretation hereof, shall be governed exclusively by its
terms and by the laws of the State of Florida, United States of America, and specifically the Act, without regard to the State
of Florida’s choice of law provisions.

11. Integration. Except as otherwise provided In the Agreement, this Agreement constitutes the entire agreement of the
Company, Wymoo International, LLC ("Wymoo™) and the Client with respect to the subject matter hereof. This agreement
supersedes all prior agreements, representations and understanding of the parties.
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Bruce Ricca

From: Joseph Matthews

Sent:  Monday, September 08, 2008 9:15 AM
To: Bruce Ricca

Subject: FW: Investigation Report - Lima

From: David Brooks [mailto:dbrooks@wymoo.com]
Sent: Friday, September 05, 2008 4:03 PM

To: Joseph Matthews
Subject: Investigation Report

Wymoo International’

Yooy WHAT 10 DT KNOW WYsMOD.

- D

Hi Joe:

Attached is your completed background check report. The subject came back
clean with no history of court or criminal records in Brazil. We also verified and
confirmed his employment, education and address history in Brazil. Based on
the findings of our investigation, this person appears to be who he claims to be.
We find no evidence of fraud or ¢riminal history.

Let me know if you have any questions about the report. Thank you for choosing

Wymoo.
Enjoy your weekend.
Regards,

David Brooks
Investigation Analyst
Wymoo International, LLC
4320 Deerwood Lake Pkwy
Suite 514

Jacksonville, FL 32216
United States -

Please give us your feedback! Just one minute to complete our survey.
Click on or visit this address: hitps.//www.wymoo.com/ss|/survey.html
100% Confidential and Anonymous. Tell us what you really think!

This email message, including attachments, may contain confidential and/or privileged
information and is intended only for the individual or recipient named on this transmission. If
you are not the intended recipient, please be aware that any kind of disclosure, copying, or
distribution of this email is strictly prohibited and legally exempt from disclosure. if you have
received this email in error, please notify the sender or Wymoo International, LLC Immedlately
and delete the message from your system. Thank you.

9/11/2008




Mectalfrio Solutions SA (FRIO3.SA) Officers | Stocks | Reuters.com Page 1 of 2

S [ W ank | ,-r-;«rﬁw
i - E P Lo ",
RCUIEND

LATEST NEWS 7.7 OBAMA AIMS TO HEAL PARTY RIFT

Broker Centerspersorad tinks

Trading will never be the same SO stock trades. 10 frem perr

You are here:

HOME

BUSINESS & FINANCE
Markets

Deals

Industries

Industry Summits

Stocks
Advanced Stock Search
Qverview
Qotion Quote
Chart
Ctererg ov! Dires~tors

Key Develooments
Company News
Press Rel2asas
Firancial Highlights
Ratics
Finanzial Statements
Perfermance
Insider Trading
Estimates
Recommendations
Analyst Resaarch

Stock Buzz

Funds

ETFs

Currencies

Commodities

Options

Bonds

Analyst Research

Portfolio

NEWS

http://www reuters.comy/finance/stocks/officerProfile?symbol=FRIO3.SA&officerld=955963

taarn to Trade with a FREF Guide.

Home > Business & Finance > Stocks > Officers and Directors

Officers & Directors Detail
Metalfrio Solutions SA (Sao Paolo Stock Exchange)
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Faria de Lima, Marcelo
Brief Biography

Mr. Marcelo Faria de Lima was appointed as the Chairman of the Board of Metalfrio Solutions on Jant
worked in financial markets for 12 years in banks, such as Donaldson, Lufkin, & Jenrette (1998 to 200
executive officer, serving mainly in the M&A area; Banco Garantia (which was purchased in 1998 by C
1998). serving in the M&A and Capital Markets areas; and ABNAmro Bank (1989 to 1996). where he v
Brazil, an Investment Fund manager, as well as in the Corporate Finance and Project Finance areas.

Director-President of AreaUtil.com. in 2000, an internet portal specialized in the real estate market. Mr
former member of the board of directors of Neovia Telecomunica¢es S.A., a provider of wireless broz
Since January 2004, Mr. Lima has been a direct and indirect shareholder of the Company. Mr. Lima is
executive officer of Abyara Planeiamento Imobiliario S.A. Mr. Lima received a bachelor's degree in Ec
Universidade Catolica of Rio de Janeiro (PUC-RJ) in 1985, where he was a professor of Economy frot

BASIC COMPENSATION

Long-Term

Incentive Plans,

Total Annual Compensation, All Other,

OPTIONS COMPENSATION

Quantity Value
Exercisable - Market Value
Unexercisable - Market Value
Exercised — Market Value

FIND OUT MORE ABOUT FRIO3.SA
Insider Trading
Institutional Holders

Research Another Stock: Enter a symbol .} Symbof Look-up

8/25/2008



Metalfrio Solutions SA (IFRIO3.SA) Officers | Stocks | Reuters.com Page 2 of 2

Do More With Reuters
RSS ..
Widgets
Mobile
Podcasts
News!etters
You Witness News
Make Reuters My
Homapage
Partner Services
CareerBuilder
Affiliate Network

Professional Products
Support (Customer Zone)
Reuters Media
Financia! Products

About Thomson Reuters

REUTERS LIFESTYLE
HEALTH & FITNESS

YWomen pass on
famale condom

Y Guwe flying families 3
b ak

» Fiend more

Reuters.com: Help and Contact Us | Advertise With Us { Mobile | Newsletters ; RSS i)' ! Interactive TV | Labs | Reuters in S

Thomson Reuters Corporate:  Copyright | Disclaimer | Privacy | Professional Products | Professional Products Support © About

international Editions: Africa | Arabic ' Argentina | Brazit | Canada | China [ France | Germany | India | taly | Japan | Lai
United States

resws, technclooy
an Reuters journaiin’

Thomsen Revtrr: 1g o sworkd's rcost vitarantion i mulimadin news agoncy, provid ng investing news world news, butiness
stock marke!. mudual funds w3ton available on Rewters com videe mahife and imoranlva telewvisinn patfors
andg disefosure of relevant infmeaty

NYSE and AMEX quiotes drinver by atlaast 20w tn3, Nasdaq delayed by al least 15 minates. For a comalete list of exchanges and deinvs, nense

hitp://www.reuters.com/finance/stocks/officerProfile?symbol=FRIO3.SA&officerld=955963 8/25/2008



FRIO3 - Metalfrio Solutions SA - Google Finance

Web Images Maps News Shopping Gmail

SAQO:FRIO3

g, onll" or "Geoae”

[ Get quotes

Metalfrio Solutions SA (Public, SAO:FRIO3) - Discuss FRIO3

Summary

Metalfric Solutions SA is a Brazilian company involved in the commercial
cooling sector. The Company's product portfolio consists of over 200 different
models of horizontal and upright plug-in commercial refrigerators, each with a
set of different applications, such as cooling beer, soft drinks, ice cream and
other products. Due to their multiple functions, which include refrigeration and
the display and marketing of merchandise, the Company's refrigerators are
used as refrigerated retail space in supermarkets, restaurants, convenience
stores, bars and other venues that sell cold or frozen products to the public,
and as a marketing tool for its customers. The Company sells its products to its
customers directly or through its network of distributors and sales agents.
Metalfrio Solutions' direct subsidiaries include: Metalfrio Solutions AS in
Denmark, Metalfrio Solutions Inc in the United States of America and Metalfrio
Solutions Mexico SA de CV in Mexico.

Av Abrahao Goncalves Braga
412Km 12,5

Sao Paulo, 04186-220

Brazil

+55-11-63338000 (Phone)
+55-11-63339195 (Fax)

Key Stats & Ratios

Net Profit Margin
Operating Margin
EBITD Margin

Return on Average
Assets

Return on Average
Equity

Financials (In millions of BRL)

Income Statement
Total Revenue
Gross Profit
Operating Income
Net income

Balance Sheet

Total Current Assets
Total Assets

Company website:

http://www.metalfrio.com.br
News Releases, Investor Relations,
Financial Information,
Corporate History/Profile, Executives,

Products/Services
Quarterly Annual
(Mar '08) (2007)
1.24% 0.25%
3.92% 2.25%
- -5.01%
1.09% 0.33%
2.21% 0.73%
Quarterly Annual
(Mar '08) (2007)
156.73 576.18
22.20 78.88
6.15 12.95
1.95 1.50
561.31 499.05
815.90 623.25

http://finance.google.com/finance?q=SAO:FRIO3

Annual
(TTM)

1.96%
2.35%

2.19%

6.20%

Annual
(2006)

295.86
50.95
26.12
16.98

202.75
254.02

Page 1 of 3

Portfolios | Sign In

Stock screener

Find more resuits for FRIO3

News

{CORRECTION -- Metalfrio So
MarketWzizh - Aug 6, 2008 -

View all news »

Officers and directors
Marcelo Faria de Lima >

Luiz Eduardo Moreira Caio -

Erwin Theodor Herman Louise

Steven Michael Pease >

Eduardo Bartoli de Noronha >

Fabio Eliezer Figueiredo >

Antonio Abdallah Cury >

Vicente Antonio Justo >

Serkan Gulec »

Marcio Da Rocha Camargo >
Full list on Reuters »

Discussions
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Total Current
Liabilities

Total Liabilities 460.32 269.63
Total Equity 355.58 3563.63

Cash Flow

Net income/Starting

Line 1.95 1.50
Cash from Operating

Activities -28.75 -132.02

Cash from Investing
Activities

211.20 145.63

-122.54 -78.13

Cash from Financing
Activities 53.35 350.57
Net Change in Cash -97.94 140.43

Related Companies
- Name Exchange Symbol Last Trade Change

C.T.L

Compania

Tecno SCL CTi

Industrial

SA.

Welling

Holding HKG 0382 0.183* +0.003 (1.67%)
Limited

Hisense

Kelon

Electrical SHE 000921 279 +0.04 (1.45%)
Hldngs Co.,

Ltd

Snaige AB VSE SNG1L

Delta
Industrial Co CAl IDEA
DEAL SAE

Inversiones

Frimetal S.A. SCL FRIMETAL
Whirlpoo! Of
India Ltd.

Qingdao
Haier Co., SHA 600690 9.89  +0.31(3.24%)
Ltd,

BOM 500238 56.85* +0.55 {0.98%)

Whirlpool ; o
Corporation NYSE WHR 81.41 0.90 (0.00%)

Saratovskoye '
elektr, proizv. RTB SEPQO
ob. OAO (P)

« Dedayed by up Lo 20 minuies - Dasclaimer

http://finance.google.com/finance?q=SAQO:FRIO3
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123.21

194.69
59.33

16.99
-2.36
-26.99

53.47
24.12

Mkt Cap

864.86M

2778

7.21B
13.24B

6.06B
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Wednesday, banuary 21, 2004

THE NEW MAN OF METALFRIO

Th
About Marcelo de Lima, the former economist who has paid the
Guarantee
$ 20 million by a company that is synonymous with freezers ]
I[.l Click here to comment on this story
Read also &eacute; m
From branch to branch
Can Patricia &ccedil; ado f:
i
Few companies in Brazil had so many owners as !
Metalfrio. It was founded by entrepreneurs
Joaquim Caio and Alfredo Brazil in 1960, o1
Associated itself later to Springer and Panasonic. ec
In 1989 it was acquired by Continental. There are o1
exact ten years came to the time of the in
multinational German BSH, one of the largest o b
manufacturers of home appliances in the world. It ° is ;
seemed their final destination. It was not. The *1
company has just been bought by Artesia, a firm Ci
of management of resources controlled by i
economist Marcelo Faria de Lima and X\ .pi
administrator Marcio Camargo. After a LIMA: The idea now ort
negotiation that lasted six months - with three ’Csor‘]f";:;'y°g“c°:n‘u"ri of .
breaks in the middle of the road - the new owners *meritocracy” Pa
are taking, for as little as $ 20 million (second &c
assessments of the market), a company apparently healthy. The
turnover reached U.S. $ 170 million in 2003 and its debts do not
exceed $ 7 million. With 550 employees, the Metalfrio owns half of
the Brazilian market of commercial freezers, which competes with
Hussmann and Mercofrio. Profit is not disclosed, but Lima ensures
that the company operates in blue. "We considered over 60
opportunities in the last two years. The Metalfrio was the best option
that appeared, "says Lima, 42 years, the man who vai occupy the "
chair of the board of Metalfrio. "The company has a strong position Y
in the market, a modern manufacturing plant and good potential for fc
growth in coming years, despite the industry being at the bottom of
the well."
The venda of the company was announced since 2002, when its
operation became Iindependent group of BSH. Brazil was the only
http://64.233.179.104/translate_c?hl=en&sl=pt&u=http://www. terra.com.br/istoedinheiro/... ~ 8/25/2008
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place in the world where the multinational still producing commercial
freezers. "The business was not bad, but it was not our focus,”
explains Bernhard Schuster, president of BSH for Latin America. It is
true that the last investment made by the group occurred five years
ago, when the BSH spent $ 7 million in upgrading the plant. The
Artesia delivered its proposal to purchase the group BSH ten days
before the deadline. Besides, three other companies, whose names
can not be revealed, were in pareo. "We learned of venda in the last
minute, but we already have experience in evaluating new business
and take quick decisions," says Marcio Camargo. With the venda,
almost nothing changes in the team Metalfrio. At least for now. The
executive office will continue in the hands of Luiz Eduardo Moreira
Caio, the son of the founder of the company and one of the men who <.
most believe this segment in Brazil. "We went through soc many
hands in forty years will not be difficult to survive yet another

change,” said Caio. "It is up to a nice combination. The financial
management is what they have to better. Already we are

industrialists, we believe the product, customer. "

If so, the better, because from now on the style of management vai
change radically, The new owners will lead to Metalfrio the culture of
"meritocracy”, inherited from the days when they worked at the
Bank Guarantee - Lima and Camargo had a passage by the bank of
investments in the mid-90. The idea now is to introduce a
management policy focused on results. All officials, from continuing
the President, de -

has to worry about profit. "It's a Darwinian system. Sobrevive the
best, which is intelligence, sense of priority, objectivity and want to
profit for themselves and for the company, "says the banker Cézar
Luiz Fernandes, deep knowledge of that culture. "For the individual
is painful, but for the company has nothing better.”" Founder of
Guarantee, Fernandes alsc took the "concept" for its other bank, the
Pactual. The shareholders of Artesia also think so and just chat with
them a few hours to realize the common feature. "We are more
aggressive that BSH, but we have no reason to quit changing
everything,” explains Lima. "In our head, the important thing now is
to grow and gain international customers." Established in 2000, the
Artesia has had as a rule buy business, make them grow quickly and,
later, sell a stake to a shareholder capitalist. It was thus with the
advertising agency and the Eugénio Neovia, a large company in
banda radio. Once Lima joined the advertising Mauritius Eugénio
the agency, it has grown 250% in three years and earned a foreign
partner: the U.S. group DDB, owner of DM9 in Brazil. In Neovia the
new members appeared in its first year of opera -

ration. In December 2003, Intel Capital and a fund Brazilian

of technology, Stratus, bought shares in the company of banda
large. It will be then that Metalfrio will soon have another owner?
Lima says not. If this occurs, there will be no novl -

bility to Metalfrio. =

rfrom branch to branch
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i 1960

gﬂ * The Metalfrio is based in Sao Paulo by Joaquim Caio and
Alfredo Brazil to manufacture components for refrigeration

IH

|
1
and refrigerators for industry, ice cream and drinks

1986

e Two new companies - the Panasonic and Springer, Mario
Amato - are associated with Metalfrio

1989
e The Continental 2001, the family Giaffone, the purchase Metalfrio.

Leader of the market for stoves, Continental made the acquisition
with the goal of expanding its line of eletrodom &eacute; sticos

1994
¢ The German multinational BSH acquired the Continental 2001,
with the leading brand Metalfrio

2002

¢ The Metalfrio Solutions wins the surname and now
operates as an independent company. Luiz Eduardo
Moreira Calo, the son of the founder, is chosen to lead the
company. It is the first step in its venda. Brazil was the
only place in the world where the muitinational still
manufactured industrial freezer

2004

» The Artesia, economists Marcelo Faria de Lima and
Marcio Camargo, win the game. They lead a company
U.S. $ 170 million and 500 employees.
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In Brazil, Chafing at Economic Restraints
By TONY SMITH

SAO PAULO, Brazil, March 16 - As the refrigerators roll off the production line at
Metalfrio Solutions, Brazil's leading manufacturer of commercial iceboxes and freezers,
its chairman, Marcelo Faria de Lima, voices a concern that is typical of Brazilian
business executives these days: has President Luiz Indcio Lula da Silva's embrace of
orthodox, pro-market policies turned into a bear hug that is suffocating Brazil's economy?

"Lula's economic policy in his first year in office made all the sense in the world," Mr.
[Lima said. "Inflation was verging on 30 percent, and the real was way over 3.60 to the
dollar.

"But now," he said, "with the country showing negative growth and inflation at a
completely acceptable level, it seems to me that insisting on high interest rates and a
strong real won't do anything to get the economy rolling again and create jobs."

It might initially seem strange that the business community is calling on Mr. da Silva to
loosen his fiscal and monetary discipline.

After all, when he took office last year, business leaders were relieved when Mr. da Silva,
a former union leader noted for his fiery antimarket rhetoric, declared that he would not
steer Brazil off the free-market path, even if it meant making tough economic decisions.

To prove his point, the government moved decisively to halt a worrying surge of inflation
by raising its benchmark overnight interest rate to a dizzying 26.5 percent.

That succeeded in reining in prices, but it also threw the economy into reverse - it shrank
0.2 percent last year, its worst performance in more than a decade - and sent
unemployment spiraling to 20 percent in Séo Paulo, the heart of the nation's economy.
Also, the average income of Brazilian families fell 14 percent last year, government
tigures showed.

According to A. C. Nielsen, a consulting firm, nearly half of Brazilian families last year
cut spending on basic food because of economic belt-tightening. Fecomércio, Sdo Paulo's



trade federation, says that more than a quarter of Sdo Paulo residents are behind on credit
card or loan payments.

Brazilians do not necessarily blame Mr. da Silva for that, arguing that the economy was
already a mess before he took office, but they do remember his campaign pledges to
"change the economic model” so as not to be a slave to the markets, as he claimed the
previous government had been, and to create 10 million jobs.

Last ycar, cven as the economy contracted, the president confidently predicted that Brazil
would soon witness "spectacular growth."

“He's in a bit of a spot,” said Douglas Smith, chief economist for the Americas at
Standard Chartered in New York. "It's been a bit over a year now, and the social
indicators are not changing; if anything, they'rc worse."

The president is now under increasing pressure to get the economy growing again, and
fast - most likely by pressing the central bank to resume lowering its main interest rate as
early as this week.

After slashing the overnight rate 10 percentage points, to 16.5 percent, in the second half
of last ycar, the central bank has disappointed markets in the last two months by keeping
the ratc unchanged, citing fears of resurgent inflation.

The central bank president, Henrique de Campos Meirelles, insists that data {rom the last
quarter of 2003 show Brazil growing at an annual rate of 6 percent.

That has prompted his critics to accuse Mr. Meirelles, who has been derided by some as
an "inflation fundamentalist," of being out of touch with the economy.

On Monday, the leader of the Liberal Party, a pro-business party in Mr. da Silva's
coalition, publicly called for the resignations of Mr. Meirelles and his boss, Antonio
Palocci Filho, the finance minister.

Speaking at a government ceremony, the Liberal leader, Valdemar Costa Neto, said there
was widespread dissatisfaction with economic policy.

"A banker, like Mcirelles, only defends bankers," Mr. Costa Ncto said.

According to Denisc Neumann, a columnist at Valor Econdémico, a business daily, central
bank officials "arc insisting the Brazilian economy is overheating, something which has
no basis in reality."

Indeed, rccent data show the economy could use a bit of stimulus. Last month, consumer
prices fell in the S3o Paulo metropolitan region, despite contradictory signs that
wholesalc prices were rising. Then, in sharp contrast to Mr. Meirelles's glowing forecast,



the government revised its growth projection for this year from 3.6 percent down to 3.4
percent.

All that has left Mr. da Silva open to friendly fire. After his own Workers' Party issued a
statement demanding changes in cconomic policy, the president rallied to defend Mr.
Palocci and Mr. Meirelles, who was brought in from FleetBoston to help dispel fears on
Wall Street that Mr. da Silva could sink Brazil with irresponsible public spending.

Speaking at a meeting of ministers and business leaders in Brasilia, Mr. da Silva claimed
that "for the first time ever, we are stabilizing the economy without any economic
inventions."

"For interest rates to fall," he said, "the country needs to have solid foundations and
credibility.”

But many in the busincss community feel the central bank's inflation target of 5.5 percent
for this year is far too radical and is stifling recovery.

“I'm not questioning inflation targeting, just the 5.5 percent target,” said toracio Lafer
Piva, head of the influential Sdo Paulo Federation of Industries.

At Metalfrio, which is the sort of company Mr. da Silva says he wants to see more of in
Brazil - Brazilian-owned and run and aggressive in export markets - Mr. Lima says he
could create 100 permanent new jobs tomorrow if the central bank cased policy even
slightly.

A former investment banker who took over the company in January, Mr. Lima says he
can see the government's quandary: it needs to ease policy enough to get the economy up
and running, but remain tough on inflation to maintain its credibility on international
markets.

"The central bank's logic is the logic of the capital markets, not the logic of the
productive sector, the real economy," he said. "They really should be measuring the cost
of controlling inflation."

The central bank could use other tools besides simply lowering interest rates, analysts
say.

If, for example, the central bank started to increase its reserves by buying dollars on the
open market rather than issuing fresh debt, that would drive the real down against the
dollar and help lift exports. Some economists, however, say a weaker real would also
spur inflation.

But for Mr. Lima, there is no doubt.



"A slightly weaker real would mean more exports,” he said. "More exports, besides
creating more jobs, would also reduce the debt-export ratio, improving the chances of
Brazil's becoming investment grade in the near future, which is the central bank's drcam.”

Just a small shift in the exchange rate, he said, would allow Metalfrio to penetrate more
global markets. The rcal now trades at 2.90 to the dollar.

"With the real at 2.80, I am competitive within Latin America," he said. "At 2.90 I can
compete in European markets, while at 3.10 to the dollar I would be competitive in any
country in the world, including Asia."
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