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Issuer Comment: Magnesita Refratarios S.A.

Moody's comments on the acquisition of LWB Refractories by Magnesita

Moody's Investors Service comments on Magnesita Refratários S.A.'s (Magnesita; Ba1 / stable outlook)
announced acquisition of LWB Refractories (LWB; not rated) for a total consideration of EUR 657 million, which
includes the assumption of EUR 380 million in LWB debt. The remaining amount will be financed with EUR 108
million in cash at Magnesita and EUR 169 million in Magnesita equity, representing some 11% of Magnesita's
voting and total shares. The deal is subject to regulatory approval.

The deal would make Magnesita the third largest company in the global refractory industry with annual revenues
of around EUR 900 million. Moody's views the announced acquisition as positive from an operational standpoint,
contributing to improve its client and geographic diversification by accessing unexplored markets through LWB
customers and expanding operations into North America, Europe and Asia.

The proposed deal has no immediate impact on Magnesita's Ba1 corporate family rating or stable outlook. The
Ba1 rating already incorporated the likelihood of an increase in leverage caused by acquisitions and
internationalization projects. Moody's estimates that Magnesita's leverage, as measured by Net Debt to EBITDA
(pro-forma for LWB's acquisition), will peak at around 3.0x after the conclusion of the acquisition and Moody's
expects that de-leveraging occur in the near term. Also, Magnesita's liquidity profile should remain adequate
based on its robust cash position and manageable debt maturities. As of June 30, 2008, Magnesita has cash and
cash equivalents of BRL 542 million and short term debt maturities of BRL 115 million.

Magnesita Refratários S.A. is Brazil's largest manufacturer of refractories used for industrial high-temperature
processes such as iron and steel, cement, glass and others. Magnesita reported consolidated revenues of BRL
1,258 million (USD 707 million using the average exchange rate) in the last twelve month period ending on June
30, 2008.

LWB Refractories, based in Hilden, Germany, produces refractories and is the world's largest dolomite refractory
supplier for stainless and carbon steel applications and the cement market. LWB operates production sites in
Europe, Asia and USA and generates annual net revenues of around EUR 400 million and EBITDA of EUR 73
million.
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