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PART |

ITEM 1. BUSINESS
General

Pfizer Inc. (which may be referred toRfzer, the Company,
we, us or ou) is a research-based, global pharmaceutical compan
We discover, develop, manufacture and market Igggliascription
medicines for humans and animals.

The Company was incorporated under the laws oSthte of
Delaware on June 2, 1942.

We acquired Esperion Therapeutics, Inc. (Espeiiofebruary
2004. The acquisition was accounted for as a psechasperion is
a biopharmaceutical company focused on the devedapof high
density lipoprotein (HDL)-targeted (“good cholestéy therapies
for the treatment of cardiovascular disease. Irtlifrd quarter of
2008, we sold Esperion. The sale, for nominal aersition,
resulted in a loss for tax purposes.

In September 2005, we acquired Vicuron Pharmacaatitnc.,
a biopharmaceutical company focused on the devedapof novel
anti-infectives. The acquisition was also accouriteds a
purchase.

In February 2006, we acquired from sanofi-avemtés t
worldwide rights tcExubera(inhaled insulin therapy) and the
insulin product business and facilities locateéiankfurt,
Germany, which were previously jointly owned by bempany
and sanofi-aventis. The acquisition was accourdeds a
purchase. In the third quarter of 2007, the Compeoided to exit
Exuberaand recorded charges totaling $2.8 billion ($2ltlani, net
of tax).

In May 2006, we completed the acquisition of Rinat
Neurosciences Corp., a biologics company with sewesw
central-nervous-system product candidates. Theisiign was
accounted for as a purchase.

In December 2006, we completed the acquisitionaviderMed
Ltd., a U.K. company which specializes in the enreggcience of
DNA-based vaccines for the treatment of influenzd ehronic
viral diseases. The acquisition was accountedda jpurchase.

We completed the sale of our Consumer Healthcasmbss tc
Johnson & Johnson for $16.6 billion in December®@®evenues
from our Consumer Healthcare business were $4i6rbfor full-
year 2006

In January 2008, we completed the acquisition déZo
Pharmaceutical Group, Inc., a company whose areap#trtise is
immunotherapy with specific emphasis on Toll-lileeeptor
research and development. The acquisition was ateddor as a
purchase.

In January 2008, we completed the acquisition ofXCo
Research LLC, a privately-held biotherapeutics canypfocused
on preclinical oncology and metabolic researchtheddeveloper
of a technology platform. The acquisition was actted for as a
purchase.

In June 2008, we completed the acquisition of Eiveys
Pharmaceuticals Inc., a biopharmaceutical compamyse area of
expertise is the treatment of pulmonary arterigdémyension. The
acquisition was accounted for as a purchase.

In June 2008, we also completed the acquisiticBesénex, Inc.,
a privately-held biotechnology company with a H8hbock Protein
90 development portfolio. The acquisition was acded for as a
purchase.

On January 26, 2009, we announced that we hadeehiteio a
definitive merger agreement under which we will @iog Wyeth in
a cash-and-stock transaction valued on that d&iBGafl9 per
share, or a total of $68 billion. The Company angel expect the
transaction to close at the end of the third quanteluring the
fourth quarter of 2009.

Pfizer Website

Our Annual Report on Form 10-K, Quarterly Reporidcorm
10-Q, Current Reports on Form 8-K and amendmerttsose
reports filed or furnished pursuant to Section 18¢al5(d) of the
Securities Exchange Act of 1934 are available armabsite
(www.pfizer.com@s soon as reasonably practicable after we
electronically file such material with, or furnigito, the Securities
and Exchange Commission (SEC).
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Throughout this 2008 Form -K, we “incorporate by referen”
certain information from parts of other documeiiedifwith the
SEC, including our Proxy Statement for the 2009 dairMeeting
of Shareholders (2009 Proxy Statement) and the Ed@cial
Report (2008 Financial Report), which will be conéal in
Appendix A to our 2009 Proxy Statement. The SEGvadlus to
disclose important information by referring toritthat manner.
Please refer to such information. Our 2008 Annugpdit to
Shareholders consists of the 2008 Financial Reputtthe
Corporate and Shareholder Information attachede®009 Proxy
Statement. Portions of our 2008 Financial Repaffiged as
Exhibit 13 to this 2008 Form 10-K. On or about Maf3, 2009,
our 2008 Financial Report and our 2009 Proxy Statemwill be
available on our websitgvww.pfizer.com)

Information relating to corporate governance atétfiincluding
our Corporate Governance Principles; Director Qigaliion
Standards; Chief Executive Officer and Chief FinahOfficer
certifications; Pfizer Policies on Business Condimt all of our
employees, including our Chief Executive Officehi€f Financial
Officer and Principal Accounting Officer); Code Bfisiness
Conduct and Ethics for our Directors; informati@amcerning our
Directors; ways to communicate by e-mail with ourebtors;
Board Committees; Committee charters and the Lededendent
Director Charter; and transactions in Pfizer seé@giby Directors
and officers, is available on our webgitevw.pfizer.com) We will
provide any of the foregoing information withoutache upon
written request to Matthew Lepore, Vice Presid@ttief Counsel-
Corporate Governance, Assistant General CounsekrRfc., 235
East 42nd Street, New York, NY 10017-5755. Infolioratelating
to shareholder services, including our Sharehdlaerstment
Program, book-entry share ownership and direct slepb
dividends, is also available on our webgitevw.pfizer.com)

Business Segments

We operate in two business segments: Pharmaceatidal
Animal Health.

We also operate several other businesses, inclidéng
manufacture of gelatin capsules, contract manufexgiand bulk
pharmaceutical

chemicals. Due to the small size of these busiisesisey ar¢
grouped into the “Corporate/Other” category of segment
information.

Comparative segment revenues and related finainétahation
for 2008, 2007, and 2006 are presented in thegalaptioned
SegmenandRevenues by Therapeutic AieaNote 20 to our
consolidated financial statemen&egment, Geographic and
Revenue Informatiolin our 2008 Financial Report. The
information from those tables in our 2008 Finan&aport is
incorporated by reference in this 2008 Form 10-K.

Our businesses are heavily regulated in most ofdh@tries
where we operate. In the U.S., the principal auty)oegulating our
operations is the Food and Drug Administration (FDFhe FDA
regulates the safety and efficacy of the produ&ffer and our
research quality, manufacturing processes, prqahachotion,
advertising and product labeling. Similar regulati@xist in most
other countries, and in many countries the goventrakso
regulates our prices. S&vernment Regulation and Price
Constraintsbelow.

Pharmaceutical

Our Pharmaceutical business is the largest phautiaak
business in the world. Each year, Pfizer pharmacalathelp over
100 million people throughout the world live longkealthier lives.
With medicines across 11 therapeutic areas, wetbhdheat and
prevent many of the most common and most challgngimditions
of our time. Our products are in Cardiovascular Etedabolic
Diseases; Central Nervous System Disorders; Aidhaiid Pain;
Infectious and Respiratory Diseases; Urology; Oogy]
Ophthalmology; and Endocrine Disorders.

In 2008, Pharmaceutical revenues of $44.2 billi@menslightly
lower than 2007 revenues, reflecting the negatiygaict of the loss
of U.S. exclusivity foNorvasc(March 2007)Zyrtec(Pfizer ceased
selling in January 2008) ar@amptosarFebruary 2008). Solid
overall performance from our broad portfolio of grattprotected
products such dsyrica, SutenaindCelebrex as well as the
favorable impact of foreign exchange, were ableauially offset
these declines. Revenues from this segment
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contributed 91.5% of our total revenues in 20088%9d.of our tota
revenues in 2007, and 93.2% in 2006. In 2008, werded direct
product sales revenues of more than $2 billiorefarh ofLipitor,
Lyrica, CelebreandNorvasc,and more than $1 billion for each of
Viagra, Xalatan/Xalacom, Detrol/Detrol LA, ZyvardGeodon A
table captionedRevenues—Major Pharmaceutical Produaispur
2008 Financial Report, is incorporated by reference

Our major pharmaceutical products and certain itcen
approved products are as follows:

Cardiovascular and Metabolic Diseases

« Lipitor , for the treatment of elevated LDL-cholesteroldisvin
the blood, is the most widely-used branded presorip
treatment for lowering cholesterol and the bedirggl
pharmaceutical product of any kind in the wo

» Norvasc, for treating hypertension, lost exclusivity iretb.S. ir
March 2007 and has also experienced patent exqrisain most
other major markets with the exception of Cani

» Caduetis a single pill therapy combinirLipitor andNorvasc
for prevention of cardiovascular ever

» Chantix/Champixs the first new prescription treatment to aid
smoking cessation in nearly a decade. It is cugr@vailable in
most regions of the world. For further informatiom
Chantix/Champixincluding label changes in the U.S., see the
discussion under the headiRbarmaceutical-Selected Product
Descriptions, Chantix/Champin the Financial Review section
of our 2008 Financial Report, which is incorporalgd
reference

Central Nervous System Disorders

* Lyricawas approved by the FDA in 2005 and was marketed fo
adjunctive therapy for adults with partial onseteggic seizures
as well as for the treatment of two of the most g@wn forms of
neuropathic pain—painful diabetic peripheral neatby and
post-herpetic neuralgia. In June 2007, Lyrica wasaved and
subsequently launched in the U.S. for the manageafen
fibromyalgia, one of the most common chronic painditions.
This approva

represented a breakthrough for the more than fileom
Americans who suffer from this debilitating conditiwho
previously had no FDA-approved treatmdntrica is also
marketed outside the U.S. for neuropathic paingg@ranxiety
disorder and adjunctive therapy for adults withtiphonset
epileptic seizures. For further information loyrica , including &
possible labeling change in the U.S., see the dion under th
headingPharmaceutical- Selected Product Descriptions, ¢ari
in the Financial Review section of our 2008 FinahB&eport,
which is incorporated by referenc

» Geodon/Zeldo, a psychotropic agent, is a dopamine
serotonin receptor antagonist indicated for thatinent of
schizophrenia and acute mania associated withdniglidorder.
It is available in both an oral capsule and raptirg
intramuscular formulatior

« Aricept, discovered and developed by Eisai Co., Ltdhés t
world’s leading medicine to treat symptoms of Alirher’s
disease. We co-promofgiceptwith Eisai in the U.S. and
several other countries and have an exclusivedieéen sell this
medicine in certain other countri

Arthritis and Pain

» Celebrexs for the treatment of arthritis pain and inflamioa
and acute pain. It also was approved by the FD&ulg 2005
and in Europe in February 2007 for the treatmernidylosing
spondylitis, a form of spinal arthritis, and in tHeS. in
December 2006, for the treatment of juvenile rhetoida
arthritis.

Infectious and Respiratory Diseas

 Vfendis a treatment that can be administered orall
intravenously for certain serious and potentiaditaf fungal
infections, for the treatment of esophageal caadidiand for tt
treatment of certain blood stream infections in-nentropenic
patients (those without low white blood cell coQntsis also
available in an oral-suspension formulation sugdbl patients
unable to swallow the tablet for

« Eraxisis an injectable, antifungal antibiotic used tatreerious
candida (yeast) infections in t
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blood, stomach or esophagEraxisbecame available 1
patients in the U.S. in 2006 and in Europe in 2

Zyvoxis for the treatment of hospital-acquired pneumamid
complicated skin infections due to drug-resistattéria known
as Methicillan-Resistant Staphylococcus Aurelys/oxis
available in intravenous, tablet and ~suspension formulatior

Selzentry/Celsentis the first in a new class of oral HIV
medicines in more than a decade known as CCR5 @mitdsg.
CCRS5 antagonists work by blocking the CCR5 co-remephe
virus’ predominant entry route into T-celBBelzentry/Celsentri
stops the R5 virus on the outside surface of thie before it
enters, rather than fighting the virus inside, aslll other classt
of oral HIV medicinesSelzentry/Celsentiwas approved in the
U.S. and in Europe in 2007 and in Japan in 2008 saimdlicatec
for combination anti- retroviral treatment of tneent-
experienced adults infected with only CCR5-troply/H
detectable, who have evidence of viral replicatiod have HIV-
1 strains resistant to multiple e-retroviral agents

Urology

* Viagraremains the leading treatment for erectile dysfiamnc
(ED) and one of the world’s most recognized phaenécal
brands.

« Detrolis the world’s leading product for the treatment of
overactive bladdeDetrol LAis an extendedelease formulatio
of this medicine, taken once a d

 Toviazis Pfize’'s newest offering for the treatment of overac
bladder with symptoms of urge urinary incontinenagency
and frequency. It is available in two once-dailsés, providing
physicians and patients with the ability to optienteeatment
through flexible dosingToviazwas approved in Europe in April
2007 and in the U.S. in October 2008. It is martténel5
European countries and is expected to launch itUtBein the
first half of 2009.

Oncology

» Camptosal, which is marketed under the naCamptain many
countries outside the U.S., is indicated as firg-therapy for
metastatic colorectal cancer in combination wittugrouracil
and leucovorin. The U.S. basic patent@amptosarexpired in
February 200¢€

+ Sutentis an oral multi-kinase inhibitor that combinesiant
angiogenic and anti-tumor activity to inhibit thiedd supply to
tumors.Sutentwas approved by the FDA and launched in the
U.S. in January 2006 for advanced renal cell caroi,
including metastatic renal cell carcinoma (MRC@JY a
gastrointestinal stromal tumors (GIST) after diggagression
on or intolerance to imatinib mesylate. In Janu2097,Sutent
received full marketing authorization and extensibthe
indication to first-line treatment of advanced amdnhetastatic
renal cell carcinoma, as well as approval as arsktoe
treatment of GIST, in the EU. In Japan, it was appd in April
2008 for the treatment of GIST, after failure ofitimib
treatment due to resistance, and for renal cetlimama not
indicated for curative resection and mR(

Ophthalmology

 Xalatan/Xalaconis the world’s leading branded agent to reduce

elevated eye pressure in patients with open-arigleegma or
ocular hypertensiorXalacom, a fixed combination aXalatan
and the beta blocker timolol, is currently avai@bltside the
u.s.

Endocrine Disorder:

« Genotropinis the world’s leading human growth hormone. It is
prescribed for children for the treatments of sistature with
growth hormone deficiency, Prader-Willi Syndromeirifer
Syndrome, Small for Gestational Age Syndrome, ldibjz
Short Stature (in the U.S. only) and Chronic Renslifficiency
(outside the U.S.) as well as for adults with gtowormone
deficiency.

Animal Health

Our Animal Health business is one of the largeshéworld.
We discover, develop and sell products
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for the prevention and treatment of diseases &stivck anc
companion animals. In 2008, Animal Health revernneseased
7%, to $2.8 billion, primarily due to the continupédrformance of
key products such d@evolution/Stronghold, Draxxinand other
products, and the continued success of importamtpreducts such
asConvenia(single dose antibiotic for dogs and ca@grenia
(prevention and treatment of emesis for dogs),larptovac(boar
taint vaccine for pigs).

Among the products we market are parasiticides; ant
inflammatories, antibiotics, vaccines, antiemetiry] anti-obesity
agents, including the products discussed abovéaluav.

Parasiticides constitute the largest segment cétiial health
market for companion animals, consisting mainlynafdicines for
the control of parasites such as fleas and heamwowur product,
Revolution/Strongholcds our largest-selling parasiticide for dogs
and cats.

Rimadylrelieves pain and inflammation associated with mani
osteoarthritis and soft tissue orthopedic surgemnadylis the only
arthritis pain medication prescribed by veterinasiavailable in
chewable tablets, regular caplets and in an irfgetmrmulation.

Clavamox/Synuloiks an antibiotic for skin and soft tissue
infections in dogs and cats.

Our vaccine portfolio for livestock is extensivedancludes
RespiSureOne/StellamuneOa single-dose vaccine used to
prevent pneumonia in swine, aBdvi-Shield Golda cattle vaccine
for reproductive and respiratory protection. In 2ovi-Shield
Goldreceived approvals for subcutaneous administratioryse as
a single dose vaccine for the prevention of bovaspiratory
syncytial virus infection, and for the preventidipersistent
infection in calves.

Dectomaxnjectable and pour-on formulations remove and
control internal and external parasites in beefeat

Draxxinis an effective and convenient single dose aniibiot
used to treat infections in cattle and swine. |16 Draxxin
received additional indications for the treatmefrpiak eye
(infectious

bovine Keratoconjunctivitis) caused by Moraxellaviscand foot
rot (caused by Fusobacterium necrophorum and Pooptonas
levii) in cattle, and the addition of Mycoplasmaopypeumoniae to
the list of target pathogens for the respiratogedse indication in

pigs.

Excedds an effective and convenient single-dose aniibisged
to treat infections in dairy cows, beef cattle aadne. In 2008,
Excedereceived an additional indication for the treatmeffioot
rot in cattle.

Research and Development

Innovation by our research and development operai®very
important to the Company’s success. Our goal digoover,
develop and bring to market innovative products #uress major
unmet medical needs. This goal has been suppoytedrb
substantial research and development investmergsspéhnt $7.9
billion in 2008, $8.1 billion in 2007 and $7.6 wih in 2006 on
research and development in support of Pfizer'smheeutical
and Animal Health businesses.

We conduct research internally and also througlraots with
third parties, through collaborations with univées and
biotechnology companies and in cooperation witlepth
pharmaceutical firms. We also seek out promisingmaunds and
innovative technologies developed by third partiemcorporate
into our discovery or development processes oreptsj as well as
our product lines, through acquisition, licensimgther
arrangements.

Drug discovery and development is time consumirgeasive
and unpredictable. On average, only one out of ntlanysands of
chemical compounds discovered by researchers ptovssboth
medically effective and safe enough to become anomed
medicine. The process from early discovery to dgwalent to
regulatory approval can take more than ten yeansg bandidates
can fail at any stage of the process. Candidatgsnmoiareceive
regulatory approval even after many years of retear

We believe that our investments in research haee bewarded
by the number of pharmaceutical compounds we haed stages
of development. As of year-end 2008, we had 10§eptein
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development, including 84 new molecular entitied 28 produc-
line extensions. In addition, we had more than gréfects in
discovery research. In recent years, our discoseigntists have
delivered over 125 new chemical compounds to efelelopment.
Most recently, we increased our Phase Il portfbljo
approximately 60% from 16 to 26 programs at yeat-&hile
these new candidates may or may not eventuallywecegulatory
approval, new drug candidates entering developmenthe
foundation for future products.

In addition to discovering and developing new pridpour
research operations add value to our existing ptsday improving
their effectiveness and by discovering new useshiem.

Information concerning several of our drug candidah
development, as well as supplemental filings fastaxg products,
is set forth under the headiRgoduct Developmenia our 2008
Financial Report. That information is incorporatsdreference.

Pfizer provides a detailed update of its pipelineadwice-yearly
basis, which is available atww.pfizer.com/pipelintor tracking
development compounds across Pfizer’s robust pipeli

Our competitors also devote substantial funds asdurces to
research and development. In addition, the conatitid that has
occurred in our industry has created companies suilistantial
research and development resources. We also comgeiest
numerous small biotechnology companies in devetppitential
drug candidates. The extent to which our competitéwe successful
in their research could result in erosion of thesaf our products
and unanticipated product obsolescence.

International Operations

We have significant operations outside the UnitedeS. They
are managed through the same business segmenis @dsSo
operations—Pharmaceutical and Animal Health.

Revenues from operations outside the U.S. of $aifién
accounted for 57.7% of our total revenues in 2608.enues
exceeded $500 million in each of 14 countries datshe U.S. in
2008. The U.S. was the only country to contributgerthan

10% of our total revenues, comprising 42.3% oflt@aenues it
2008, 47.8% of total revenues in 2007 and 53.4%taf revenues
in 2006. Japan is our second-largest national niankth 7.7% of
our total revenues in 2008, 7.0% in 2007 and 6.7#006.

For a geographic breakdown of revenues and changes
revenues, see the table captio@bgraphican Note 20 to our
consolidated financial statemen&egment, Geographic and
Revenue Informatioiin our 2008 Financial Report and the table
captionedChange in Revenues by Segment and Geographiciirea
our 2008 Financial Report. Those tables are inaatped by
reference.

Our international businesses are subject, in vgrgiggrees, to a
number of risks inherent in carrying on businesstirer countries.
These include currency fluctuations, capital anchexge control
regulations, expropriation and other restrictivegrmment actions.
Our international businesses are also subjectvergment-
imposed constraints, including laws on pricingimeursement and
access to our products.

SeeGovernment Regulation and Price Constraio¢tow for a
discussion of these matters.

Depending on the direction of change relative ®hS. dollar,
foreign currency values can increase or decre&seegiorted dollar
value of our net assets and results of operatlar2008, both
revenues and net income were favorably impactefdigjgn
exchange, as foreign currency movements relativieetdJ.S. dollar
increased our revenues and net income in many gesntVhile
we cannot predict with certainty future changefoneign exchange
rates or the effect they will have on us, we attetapnitigate their
impact through operational means and by using uarimancial
instruments. See the discussion under Note 9-it@onsolidated
financial statements$inancial Instruments: Derivative Financial
Instruments and Hedging Activitiin our 2008 Financial Report.
That discussion is incorporated by reference. Rdlatformation
about valuation and risks associated with suchmfira instruments
in parts E and F of that Note is also incorpordttedeference.
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Marketing

In our global Pharmaceutical business, we promotgpooducts
to healthcare providers and patients. Through arketing
organizations, we explain the approved uses, ltsreid risks of
our products to healthcare providers, such as dgaatorse
practitioners, physician assistants, pharmacistspitals, Pharmacy
Benefit Managers (PBMs), Managed Care Organizaf{ptz0s),
employers and government agencies. We also maireetlgl to
consumers in the U.S. through direct-to-consumeeriging that
communicates the approved uses, benefits, andofssr
products while continuing to motivate people to daveaningful
conversations with their doctors. In addition, werssor general
advertising to educate the public on disease awasgimportant
public health issues, and our patient assistarmgrams.

Our operations include several pharmaceutical sales
organizations. Our structure aligns the sales, etary, and
medical functions to work closely in tandem alohg same
therapeutic groups of products, reinforcing comraoordination,
focus, and accountability across the organizations.

Our prescription pharmaceutical products are sdlically to
wholesalers, but we also sell directly to retailésspitals, clinics,
government agencies and pharmacies. We seek t@gedss to
health authority, PBM and MCO formularies (lists of
recommended, approved, and/or reimbursed mediaing®ther
products). We also work with MCOs, PBMs, employemnd other
appropriate healthcare providers to assist thefn digease
management, patient education and other toolsh#ipttheir
medical treatment routines.

Our Animal Health business also uses its own saiganization
to promote its products. Its advertising and proaroare generally
targeted to health professionals, directly andubhoveterinary
journals. Animal health products are sold througterinarians
distributors and retail outlets as well as direttiysers. Where
appropriate, these products are also marketedghrprint and
television advertising.

During 2008, sales to our three largest Pharmazauti
wholesalers were as follows:

* McKesson, In—16% of our total revenue
* Cardinal Health, In—10% of our total revenues; a
« AmerisourceBergen Corporat—210% of our total revenue

Sales to these wholesalers were concentrated in the
Pharmaceutical segment. Apart from these instameither of our
business segments is dependent on any one custommerup of
related customers.

Patents and Intellectual Property Rights

Our products are sold around the world under brsarde, logo
and certain product design trademarks that we dengn the
aggregate to be of material importance. Trademeoteption
continues in some countries for as long as the nsanked and, in
other countries, for as long as it is registereggiRrations
generally are for fixed, but renewable, terms.

We own or license a number of U.S. and foreignmaterhese
patents cover pharmaceutical and other productshenduses,
pharmaceutical formulations, product manufactupngcesses and
intermediate chemical compounds used in manufagjuri

Patents for individual products extend for varypegiods
according to the date of patent filing or grant &mellegal term of
patents in the various countries where patent ptioteis obtained.
The actual protection afforded by a patent, whigh eary from
country to country, depends upon the type of patbatscope of its
coverage and the availability of legal remedieth@country.

In the aggregate, our patent and related rightsfameaterial
importance to our businesses in the U.S. and ntbst countries.
Based on current product sales, and consideringitfoeous
competition with products sold by others, the patights we
consider most significant in relation to our busmas a whole,
together with the year in which the U.S. basic pdgatent
expires (including, where applicable, the additi@&month
pediatric exclusivity period), are those for thegs set forth in the
table below.
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The table also includes patent expiration infororatielating tc
certain recently approved drugs.

U.S. Basic Product Paten
Drug Expiration Year
Aricept 2010
Lipitor 2010
Xalatan 2011
Geodon 2012
Viagra 2012
Detrol 2012
Celebrex 2014
Zyvox 2015
Lyrica 2018
Chantix 2020
Selzentry 2021
Suten! 2021

In some instances, there are later-expiring patefasing to our
products directed to particular forms or composgiof the drug or
to methods of manufacturing or using the drug anttieatment of
particular diseases or conditions. However, in soages, such
patents may not protect the Company’s drug fromegen
competition after the expiration of the basic paten

The U.S. basic patent f@amptosarexpired in February 2008.

Ariceptis patented by Eisai Co., Ltd. We co-promAti&ept
with Eisai in the U.S. and several other countaied have an
exclusive license to sell the drug in certain otwuntries.

In addition to our U.S. basic product patentlfggitor, which
(including the pediatric exclusivity period) exprem March 2010,
we have a patent covering specifically the enargigcrform of the
drug, which (including the pediatric exclusivityrpml) expires in
June 2011. See Note 19 to our consolidated finhstE@tements,
Legal Proceedings and Contingenciin our 2008 Financial
Report regarding pending legal challenges tolapitor patents in
the U.S.

Companies have filed applications with the FDA segk
approval of products that we believe infringe oategmts covering,
among other productgjpitor, CelebrexandDetrol/Detrol LA. In
addition, a

company has filed an application with the FDA sagkapproval tc
market a generic version aficept,which is patented by Eisai Co.,
Ltd.

We also have other patent rights covering additipnaducts
that have lesser revenues than most of the prodatterth in the
table above.

The expiration of a basic product patent or losgaiént
protection resulting from a legal challenge normadisults in
significant competition from generic products agatme originally
patented product and can result in a significadiicéon in sales of
that product in a very short period. In some calsewever, we can
continue to obtain commercial benefits from produanufacturing
trade secrets; patents on uses for products; padarprocesses and
intermediates for the economical manufacture ofittere
ingredients; patents for special formulations & pinoduct or
delivery mechanisms; and conversion of the actigeddient to
over-the-counter products.

One of the main limitations on our operations imsacountries
outside the U.S. is the lack of effective intelledtproperty
protection for our products. Under internationadl &hS. free trade
agreements in recent years, global protectionteflectual
property rights has been improving. The World Tr&utganization
Agreement on Trade Related Aspects of Intelledtwaperty
(WTO-TRIPS) required participant countries to amérelr
intellectual property laws to provide patent prétat for
pharmaceutical products by 2005 with an extensitii 2016 for
least-developed nations. A number of countries mazde
improvements. We have experienced significant gndwiour
businesses in some of those nations, and our emttihusiness
expansion in other participant countries dependsléoge degree
on further patent protection improvement.

Competition

Our businesses are conducted in intensely compeetitid often
highly regulated markets. Many of our human phaeuécal
products face competition in the form of brandeaggror generic
drugs that treat similar diseases or indicatiote principal forms
of competition include efficacy, safety, ease of,Lend cost
effectiveness. Though the means of competition aampng
product
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categories and business groups, demonstratingatbe of our
products is a critical factor for success in albaf principal
businesses.

Our Pharmaceutical business is the largest in timdwOur
competitors include other worldwide research-babsed
companies, smaller research companies with motigelim
therapeutic focus, and generic drug manufactuv¥escompete
with other companies that manufacture and sellyctsdthat treat
similar diseases or indications as our major pregiuc

Such competition affects our core product businebich is
focused on applying innovative science to discaret market
products that satisfy unmet medical needs and geavierapeutic
improvements. Our emphasis on innovation is undeestby our
multi-billion-dollar investment in research and dpment over
the past decade, resulting in one of the strongestuct pipelines
in the industry. Our investment in research dodstap with a
drug approval; we continue to invest in further erstianding the
value of our products for the conditions they trestvell as
potentially new conditions. We protect the heahld sellbeing of
patients by ensuring that medically sound knowleafghe benefits
and risks of our medicines is understood and conwated to
patients, physicians and global health authoritiés.also continue
to enhance the organizational effectiveness affalur
pharmaceutical functions, including coordinatingsort for our
salespeople’s efforts to launch and promote oudywets to our
customers.

Operating conditions have become more challengmiguthe
mounting global pressures of competition, industgulation and
cost containment. We recently have taken and coatia take
measures to evaluate, adapt and improve our orgf#orizand
business practices to better meet customer anicpéds. For
instance, we have taken an industry-leading rokvilving our
approaches to U.S. direct-to-consumer advertisinigractions
with, and payments to, healthcare professionalsnaedical
education grants. We also continue to sponsor progito address
patient affordability and access barriers, as weesto advance
fundamental health system change through suppobefber
healthcare solutions.

While our Animal Health business is one of the égtgn the
world, many other companies offer competitive picidu
Altogether, there are hundreds

of producers of animal health products throughbetworld. The
principal methods of competition vary somewhat chejireg on the
particular product. They include product innovatiqnality, price,
service and effective promotion to veterinary pssfenals and
consumers.

Managed Care Organizatior

The growth of MCOs in the U.S. has been a majdofda the
competitive makeup of the healthcare marketplaggréximately
249 million people in the U.S. now participate anee version of
managed care. Because of the size of the patigniation covered
by MCOs, the marketing of prescription drugs tathend the
PBMs that serve many of those organizations coasirta grow in
importance.

MCOs can include medical insurance companies, raégdian
administrators, health-maintenance organizatidtianaes of
hospitals and physicians and other physician orgaioins. The
purchasing power of MCOs has increased in receasydue to the
growing numbers of patients enrolled in MCOs. A¢ fame time,
those organizations have been consolidating im@&feeven larger
entities. This consolidation enhances their purcigestrength and
importance to us.

The growth of MCOs has increased pressure on diag One
objective of MCOs is to contain and, where possitdduce
healthcare expenditures. They typically use formesa volume
purchases and long-term contracts to negotiat@digs from
pharmaceutical providers. They use their purchagower to
bargain for lower supplier prices. They also em#eaprimary and
preventive care, out-patient treatment and proeperformed at
doctors’ offices and clinics. Hospitalization andgery, typically
the most expensive forms of treatment, are casefoinaged.
Since the use of certain drugs can prevent the foged
hospitalization, professional therapy or even syrgsuch drugs
can become favored first-line treatments for carthseases.

As discussed above Marketing, MCOs and PBMs typically
develop formularies. Formularies can be based emptites and
therapeutic benefits of the available products. fueir generally
lower cost, generic medicines are often favoree bBifeadth of the
products covered by formularies can vary
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considerably from one MCO to another and many fdanies
include alternative and competitive products featment of

particular medical problems. MCOs use a varietynefins to
encourage patients’ use of products listed on foeinularies.

Exclusion of a product from a formulary or othestreetions,
such as requiring prior authorizations, can leaitistsharply
reduced usage in the MCO patient population. Canesetty,
pharmaceutical companies compete aggressivelyve their
products included. Where possible, companies cosrfpet
inclusion based upon unique features of their pctgjsuch as
greater efficacy, better patient ease of use oefeide effects. A
lower overall cost of therapy is also an import@ctor. Products
that demonstrate fewer therapeutic advantages cougpete for
inclusion based primarily on price. We have beemegally,
although not universally, successful in having major products
included on most MCO formularies.

The impact of MCOs on drug prices and volumes heaeased
as the result of their role in negotiating on béb&Medicare
beneficiaries in connection with the Medicare oatignt
Prescription Drug Benefit, Medicare Part D, thatkeffect
January 1, 2006. MCOs and PBMs negotiate on belhtie
federal government as Prescription Drug Plans (PDRes have
been generally, although not universally, succéssfnaving our
major products that are used by the senior pomumaticluded on
the formularies of the new Medicare PDPs for 2Q&)7 and
2008.

Generic Products

One of the biggest competitive challenges thataee is from
generic pharmaceutical manufacturers. Upon theratipin or loss
of patent protection for a product, we can losentiagor portion of
sales of that product in a very short period. Savaich
competitors make a regular practice of challengingproduct
patents before their expiry. Generic competitomsrafe without our
large research and development expenses and darafos
conveying medical information about our productgh medical
community. In addition, the FDA approval proceserapts
generics from costly and time-consuming clinicallér to
demonstrate their safety and efficacy, allowingegén
manufacturers to rely on the safety and efficadp déthe
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innovator product. Generic products need only destrate a leve
of availability in the bloodstream equivalent tatlof the innovator
product. This means that generic competitors catkeha
competing version of our product after the expimatdr loss of our
patent and charge much less.

In addition, our patent-protected products can famapetition
in the form of generic versions of branded prodouttsompetitors
that lose their market exclusivity. For examhliitor began to
face competition from generic pravastatin (Praviciuiod generic
simvastatin (Zocor) during 2006.

As noted above, MCOs that focus primarily on theneliate
cost of drugs often favor generics over brand-ndmgs. Many
governments also encourage the use of generidteasatives to
brand-name drugs in their healthcare programsudct) Medicaid
in the U.S. Laws in the U.S. generally allow, anddme cases
require, pharmacists to substitute generic drugstthve been rated
under government procedures to be therapeuticqlljvalent to
brand-name drugs. The substitution must be madessithe
prescribing physician expressly forbids it. In thés., Pfizer's
Greenstone subsidiary sells generic versions aEP§ as well as
our competitors’ pharmaceutical products upon @fssxclusivity,
as appropriate.

Raw Materials

Raw materials essential to our businesses are gsgdh
worldwide in the ordinary course of business frammerous
suppliers. In general, these materials are availxbm multiple
sources. No serious shortages or delays were etezedrin 2008,
and none are expected in 2009. The rise in the pficrude oil has
resulted in pricing pressures on raw materialsanatderived from
petroleum and used in our businesses.

Government Regulation and Price Constraints
In the United State

General.Pharmaceutical companies are subject to extensive
regulation by national, state and local agencighéncountries in
which they do business. Of particular importancénésFDA in the
U.S. It has jurisdiction over our human pharmaaaltbusiness
and administers requirements covering the testing,
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safety, effectiveness, manufacturing, labeling,kating,
advertising and post-marketing surveillance of pheirmaceutical
products. The FDA also regulates our animal hgaidllucts, along
with the U.S. Department of Agriculture and the U.S
Environmental Protection Agency.

In addition, many of our activities are subjecthe jurisdiction
of various other federal regulatory and enforcentempartments
and agencies, such as the Department of Healttanthn
Services (HHS), the Federal Trade Commission aad th
Department of Justice. Individual states, actingilgh their
attorneys general, have become active as welljrsgpék regulate
the marketing of prescription drugs under statesaarer protection
and false advertising laws.

We are subject to possible administrative and Ipgateedings
and actions by these various regulatory bodiesNsde 19 to our
consolidated financial statemenitggal Proceedings and
Contingenciesin our 2008 Financial Report). Such actions may
include product recalls, seizures and other civil ariminal
sanctions.

The U.S. Congress and the FDA are considering gapdo
change how the FDA assesses “follow-on biologigatiducts.
Depending on the specific provisions, legislativeegulatory
changes that would facilitate the approval of spidducts could
have an adverse impact on the Company’s business.

Medicare.In December 2003, the Medicare Prescription Drug,
Improvement, and Modernization Act of 2003 (the 200edicare
Modernization Act) was enacted. Medicare benefietaare now
eligible to obtain subsidized prescription drug e@age from a
choice of private sector plans. Approximately 9€cpat of
Medicare beneficiaries now have coverage for pigton
medicines with high levels of beneficiary satisfactand lower-
than-expected costs to the government and to lugsuedis. It
remains difficult to predict the long-term impadttbe 2003
Medicare Modernization Act on pharmaceutical coniganThe
use of pharmaceuticals has increased slightly arsonge patients
as the result of the expanded access to medicifeeded by
coverage under Medicare. However, such expandbzatittn has
been largely offset by increased pricing pressacea@mpetition
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due to the enhanced purchasing power of the praeteor plan:
that negotiate on behalf of Medicare beneficiasied by an
increase in the use of generic medicines in thpufation. Despite
the success of Medicare Part D, legislative chahgee been
proposed to mandate government rebates in Medégatéo allow
the federal government to directly negotiate privéh
pharmaceutical manufacturers. It is expected fHagislation were
enacted to mandate rebates or provide for direg¢mgonent
negotiation in Medicare Part D, access and reingmaest for our
products would be restricted.

Pfizer is committed to helping ensure that all Aiceens without
coverage for prescription medicines have acceBfiter products.
To that end, in 2004, we implemented our Helpfub#ers
program, an umbrella program that brings togetligePs long-
standing patient assistance programs with Pfizeefs, a
prescription discount card offering savings on &figrescription
medicines for all Americans without prescriptiomgicoverage,
regardless of age or income. In addition, in Jan@a805, we joined
Together Rx Access with nine other pharmaceutioaiganies to
offer savings on over 275 medicines to Medicardigiige,
uninsured individuals under 65 who fall below cirtacome
thresholds. Pfizer also participates in the Pastmiprfor
Prescription Assistance, a single point of accessdre than 475
public and private patient assistance programs.

Importation of DrugsThere continue to be legislative proposals
to amend U.S. law to allow the importation into thé. of
prescription drugs from outside the U.S., which barsold at
prices that are regulated by the governments ebwsarforeign
countries. In addition to well- documented safaipaerns, such
importation could impact pharmaceutical priceshia t).S. While
the 2003 Medicare Modernization Act maintains ahgsition on
such imports, it would allow importation from Cawaflithe
Secretary of HHS certifies that such importatioeda$e and would
result in savings to consumers. Before the 2003id4ee
Modernization Act, federal law would have permittegbortation
of medicines into the U.S. from a considerably ¢argroup of
developed countries, provided the Secretary of Ht#8e the same
safety and cost-savings certifications.
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The Secretaries of HHS in both the Clinton and Ged. Bust
Administrations declined to certify that importatiof medicines is
safe and saves money. If the new Secretary of HEI® vo certify
that importation is safe and saves money, an isergacross-
border trade in medicines subject to foreign pciaetrols in other
countries could occur.

In December 2004, HHS and the Department of Comenerc
issued reports on drug importation and foreignepdaontrols. The
HHS report noted that it would be “extraordinadifficult to
ensure that drugs personally imported by indivicuaisumers”
could meet the standards of safety that would stumgotifying
such importation as safe. While the report alsachated that the
U.S. could establish a feasible basis for commedeisy
importation, such a change in the law would reqtnew legal
authorities, substantial additional resources aguifecant
restrictions on the types of drugs that could bedrted.” The
report also noted that the total savings to be eegefrom such a
commercial importation regime would be relativetyadl—1% or
2% of total drug spending in the U.S. The Comm&epartment
report confirmed that the lower prices in many dades result from
governmental price controls, and these price ctmtdversely
affect the amount of funding that is availabletfue discovery of
new drugs. RAND Health, a division of the RAND Coration,
released a study in December 2008 showing thag poatrols in
the U.S. would have a significant negative impachealth in both
the U.S. and abroad by deterring the investmenti¢iaas to the
discovery of new medicines.

Medicaid and Related MatterBederal law requires us to give
rebates to state Medicaid agencies based on eatefsst
reimbursement of pharmaceutical products undeMbeicaid
program. In recent years, various proposals haea b#fered at the
federal and state levels that would bring aboubmeljanges in the
Medicaid program. In the short term, driven by befdgpncerns,
many states have implemented restrictive drug éiststate
supplemental rebate programs under the Medicaigrano. The
downturn in state revenues, coupled with an ardteigh increase in
Medicaid program enrollment due to a declining ecow, could
cause rebate payments to rise in 2009. The majofrigyates use
preferred drug lists to restrict access to cemadnlicines to
Medicaid beneficiaries.
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Restrictions exist for some Pfizer products in@ierstates. Acces
in the Medicaid managed care program is typicadtyednined by
the health plans providing coverage for Medicaipients
contracting for the provision of services in thatst Access may
vary by plan. However, there have been legislatiaposals to
apply government mandated Medicaid rebates to tbdidaid
managed care program.

Effective January 1, 2007, changes to the treatwfeatithorized
generics for purposes of calculating Medicaid rebancreased the
amount of rebates we are required to pay on branterdrug sales
after loss of exclusivity and on authorized genedles to the
Medicaid program. In an effort to increase coveraighe low
income uninsured, a number of states are also denmsg
expansion of eligibility for their Medicaid progranthat would
result in increased exposure to Medicaid rebatesigh mostly to
populations that currently do not have prescriptiong coverage.

Some states are considering price-control regifmatswould
apply to broader segments of their populations @hatnot
Medicaid eligible.

If many states were to require increased rebatmpais in
discount programs for the uninsured and link Medica
beneficiaries’ access to our products to such discprograms, the
impact on patients’ access to medicines and orePfiauld be
significant.

We also must give discounts or rebates on purclases
reimbursements of pharmaceutical products by cedthier federal
and state agencies and programs. See the discusgianling
rebates in th®evenuesection of our 2008 Financial Report and in
Note -G to our consolidated financial statemeSignificant
Accounting Policies, Revenuin our 2008 Financial Report,
which discussions are incorporated by reference.

Marketing Restrictions A number of states are considering
programs to control pharmaceutical marketing ati¢isithat go
beyond commitments made related to adhering toetbently
revised and strengthened PhRMA Code for Interastwith
Healthcare Professionals. If implemented, suchrisfioave the
potential to limit appropriate communication adi®$é with
healthcare professionals prescribing our medication
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Health ReformMassachusetts continues to progress ir
implementation of its program for health reform gBing on
January 1, 2009, health plans participating inMlassachusetts
program were required to provide a pharmacy berté6itvever,
the benefit requirement is expected to have a ndhimpact on
revenue. Follow-on cost containment legislationspdsin
Massachusetts at the end of 2008, including margegstrictions,
may also minimize the potential positive of the eage
requirement.

Outside the United States

We encounter similar regulatory and legislativeiéssin most
other countries. In Europe, Canada and some athterniational
markets, the government provides healthcare atiozet cost to
consumers and regulates pharmaceutical pricestienpa
reimbursement levels to control costs for the gorent-sponsored
healthcare system. This international patchworfrade regulation
has led to different prices and some third-pagéerin our
products from markets with lower prices. Such traxgloiting
price differences between countries can undermimesales in
markets with higher prices.

The approval of new drugs across the European Uit may
only be achieved using the Mutual Recognition
Procedure/Decentralized Procedure or EU Commidsionpean
Medicines Agency (EMEA) Central Approval Proceshjck
applies in the 27 EU member states, plus Norwaylegldnd,
which are full participants in these registrationgesses. The use
of these procedures provides a more rapid and stensiapproval
across the member states than was the case whappteval
processes were operating independently within eaahtry.

Since the EU does not have jurisdiction over patien
reimbursement or pricing matters in its membelestatve continue
to deal with individual countries on such mattezsoas the region.

During 2004, a comprehensive package of reformsadapted
(called New Medicines Legislation) amending EU lamvthe
regulation of medicinal products in many areasuiding approval
procedures and safety reporting. Of particular nibie data
exclusivity periods during which innovative compasiiregulatory
data are protected are required to be harmonizatl inember
states.

13

Implementation is complete or underway in most mensates
which will facilitate the approval and launch ofngeic medicines.
In addition, these reforms introduced a clear |d&gais for the
approval of “biosimilar” or “follow-on biologicalproducts in the
EU. Following the effectiveness of these new retiia (in
November 2005), the first such products, includingjosimilar
version ofGenotropin, were approved in the EU in 2006. The new
regulations also shortened certain approval tinesliand
introduced fast-track and conditional centralizatharizations.
Pfizer's Sutentwas the first product to be conditionally approved
under the new law in 2006 (although its status sgbently was
converted to full authorization).

On January 26, 2007, the new EU Regulation on Mmekscfor
Pediatric Use became effective. This introduced obligations on
pharmaceutical companies to conduct research annieglicines
for children and, subject to various conditiondeodd the
possibility of incentives for so doing, includingatusivity
extensions. The aim of this regulation is to imgrdlve health of
children in the EU through high quality researdhmalating the
development of new medicines, creating infrastmecta enable
authorized use and improving the information on itieds for
children. A Pediatric Committee (PDCO) was creat@tiin the
EMEA to provide scientific opinions and input orvééopment
plans for medicines for use with children.

On November 28, 2007, the EU Commission hosted the
Transatlantic Administrative Simplification Workghao-chaired
by the EU Commission and the FDA, in co-operatidtithe
EMEA and the Heads of European Medicines Agentieislentify
opportunities for administrative simplification leten the U.S. and
the EU in the field of pharmaceutical regulatiohe$e
opportunities included possible harmonization ahadstrative
practices and guidelines, not necessitating chaingegulations,
while maintaining or increasing the current levai$ublic Health
protection. By freeing up resources, this cooperatvill allow the
industry to focus more of its resources on develggind supplying
medicines to meet the needs of patients.

In Canada, the federal government controls drugcvats,
patented drug prices, the intellectual propertymegand
reimbursement focused mainly
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on Aboriginal Canadians. Health Canada is the govwent agenc
that provides regulatory and marketing approvabiimgs and
therapeutic products. In October 2006, Health Carniatloduced
its modernization initiative under thigueprint for Renewal:
Modernizing Canac’s Regulatory System for Health Products and
Foodpolicy framework. TheBlueprintincludes ten objectives
among which are: the Progressive Licensing Framie{RILF) for
pharmaceuticals and biologics; adopting a prodfestlcle
approach to regulations; stronger post-market paied
surveillance systems; increased transparency asihess;
emphasis on special populations (established tiperfEAdvisory
Committee on Pediatrics); strengthening complisaroe
enforcement; and moving to an integrated healttesygcloser
collaboration and consultation with provinces agritories with
respect to access). In December 2007, the fedevargment
issued itdfNew Food and Consumer Safety Action Htdlowed by
Bill C-51 (April 2008) with proposed legislative amdments to the
Food and Drugs AcThe Bill is expected to be re-introduced in
2009 and, if passed, would represent a most sigmifidrug
regulatory system reform and major change to Cdaallag
approval system. Under the PLF, Health Canadaekirsg to
establish flexibility in the market authorizatioropess that will
lead to earlier and more appropriate access feengatto promising
therapeutic products as well as focus on bestmgatigcomes.
Current regulatory policies and initiatives, sushpaiority and
conditional approvals, are already providing fdemationally
competitive approval timelines. As in the E&ljtentwas initially
approved under the conditional provision. Furtheenthe
modernization initiative is proposing the introdoatof a
regulatory pathway for “biosimilars” referred to ‘@ubsequent
Entry Biologics” which is similar to the “follow-obiologics”
concept in the U.S.

Introductory “non-excessive” prices and price iases are
controlled by the federal Patented Medicines PriRegiew Board.
Canada’s intellectual property regime for drugsiclwtwas recently
implemented under the Data Protection regulatiowspaovides for
a minimum of eight years of data protection for rehemical
entities, has been challenged by recent litigatthan has favored
generic manufacturers. The federal governmentteso
jurisdiction over international trade and therefover the issue ¢
cross-border trade in pharmaceuticals and intgrin@tmacies.

14

Environmental Law Compliance

Most of our operations are affected by federatestad/or local
environmental laws. We have made, and intend tdiros to
make, necessary expenditures for compliance wipticgble laws.
We also are cleaning up environmental contamindtiom past
industrial activity at certain sites (see Note d@ur consolidated
financial statements$,egal Proceedings and Contingenciesour
2008 Financial Report). As a result, we incurrepiteand
operational expenditures in 2008 for environmeatahpliance
purposes and for the clean-up of certain past tnidbliactivity as
follows:

« environmer-related capital expenditu—3$64 million
« other environmer-related expens—$156 million

While we cannot predict with certainty future capit
expenditures or operating costs for environmerdedgiance, we
do not believe they will have a material effectoan capital
expenditures or competitive position.

Tax Matters

The discussion of tax-related matters in Note @uio
consolidated financial statemenigxes on Incomén our 2008
Financial Report, is incorporated by reference.

Employees

In our innovation-intensive business, our employaesvital to
our success. We believe we have good relationstithsour
employees. As of December 31, 2008, we employedbappately
81,800 people in our operations throughout the avorl

I RISK FACTORS
TEM 1A.

The statements in this Section describe the magks to our
business and should be considered carefully. litiaddthese
statements constitute our cautionary statementsruhd Private
Securities Litigation Reform Act of 1995.

Our disclosure and analysis in this 2008 Form 1@+l in our
2008 Annual Report to Shareholders contain somedai-looking
statements that set
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forth anticipated results based on manager's plans anc
assumptions. From time to time, we also provide/éod-looking
statements in other materials we release to thdiguis well as
oral forward-looking statements. Such statements gur current
expectations or forecasts of future events; thegataelate strictly
to historical or current facts. We have tried, wéeer possible, to
identify such statements by using words such atcipate,”
“estimate,” “expect,” “project,” “intend,” “plan,” “believe,”

“will,” “target”, “forecast” and similar expressions in connection
with any discussion of future operating or finag@arformance or
business plans or prospects. In particular, thesdude statements
relating to future actions, business plans and peugs, prospective
products or product approvals, future performanceesults of
current and anticipated products, sales effortpesmses, interest
rates, foreign exchange rates, the outcome of ngaticies, such
as legal proceedings, and financial results.

We cannot guarantee that any forward-looking statetvill be
realized, although we believe we have been prudemir plans
and assumptions. Achievement of future resultshigest to risks,
uncertainties and potentially inaccurate assumpgiddhould
known or unknown risks or uncertainties materiglimeshould
underlying assumptions prove inaccurate, actualltsscould
differ materially from past results and those aipéted, estimated
or projected. You should bear this in mind as yonsider
forward-looking statements.

We undertake no obligation to publicly update fordvbooking
statements, whether as a result of new informafigmye events or
otherwise. You are advised, however, to consultfartier
disclosures we make on related subjects in our HR@Q8-K
reports to the SEC. Also note that we provide tfiewing
cautionary discussion of risks, uncertainties anggbly
inaccurate assumptions relevant to our businesHesse are
factors that, individually or in the aggregate, meguse our actue
results to differ materially from expected and tiigtal results. We
note these factors for investors as permitted byRtivate
Securities Litigation Reform Act of 1995. You sHauiderstand
that it is not possible to predict or identify allich factors.
Consequently, you should not consider the followinpe a
complete discussion of all potential risks or unagties.
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Government Regulation and Managed Care Trend

U.S. and foreign governmental regulations mandaiize
controls and limitations on patient access to gadpcts impact
our business, and our future results could be aélenffected by
changes in such regulations. In the U.S., manyuof o
pharmaceutical products are subject to increasiiogng pressures.
Such pressures have increased as the result 20@8Medicare
Modernization Act due to the enhanced purchasinvgep®f the
private sector plans that negotiate on behalf ofligkre
beneficiaries. In addition, if the 2003 Medicare déonization Act
were amended to impose direct governmental priograis and
access restrictions, it would have a significanteasle impact on
our business. In addition, MCOs, as well as Medieaid other
government agencies, continue to seek price digso8ome states
have implemented and other states are consideriog gontrols or
patient-access constraints under the Medicaid progind some
states are considering price-control regimes ttmatlvapply to
broader segments of their populations that aréviesticaid
eligible. Other matters also could be the subjétt.8. federal or
state legislative or regulatory action that couddexsely affect our
business, including changes in patent laws, theitafion of
prescription drugs from outside the U.S. at prited are regulated
by the governments of various foreign countriestrigtions on
U.S. direct-to-consumer advertising or limitati@rsinteractions
with healthcare professionals and the use of coatipar
effectiveness methodologies that could be impleetit a manner
that focuses primarily on the cost differences amgimizes the
therapeutic differences among pharmaceutical ptsduc

The prohibition on the use of federal funds fonmeursement of
ED medications by the Medicaid program, which beeaffiective
January 1, 2006, and the similar federal fundirahiition for the
Medicare Part D program, which became effectivaidanl, 2007,
has had an adverse effect on our business. Anylgitiohs on the
use of federal funds for reimbursement of othess#a of drugs in
the future may also have an adverse effect.

We encounter similar regulatory and legislativeigssin most
other countries. In Europe and some other intasnatimarkets, the
government provides healthcare at low direct cmsbnsumers and
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regulates pharmaceutical prices or patient reimdsnesnt levels ti
control costs for the government-sponsored heakthegstem. This
international patchwork of price regulation hastedlifferent
prices and some third-party trade in our produasfmarkets with
lower prices. Such trade exploiting price differeabetween
countries can undermine our sales in markets withdr prices. As
a result, it is expected that pressures on théngricomponent of
operating results will continue.

Generic Competition

Competition from manufacturers of generic drugs major
challenge for us around the world. Upon the exjgiradr loss of
patent protection for one of our products, or ugen“at-risk”
launch (despite pending patent infringement lifgatgainst the
generic product) by a generic manufacturer of agerversion of
one of our products, we can lose the major poriosales of that
product in a very short period, which can adverségct our
business. For example, the U.S. basic pater€&wnptosarexpired
in February 2008.

Also, the patents covering several of our most irgra
medicines, includindiipitor, Celebrex, Detrol/Detrol LAand
Aricept,are being challenged by generic manufacturersddiitian,
our patent-protected products may face competitiaghe form of
generic versions of branded products of competitwaslose their
market exclusivity. For exampleipitor began to face competition
from generic pravastatin (Pravachol) and genentwastatin
(Zocor) during 2006.

Competitive Products

We cannot predict with accuracy the timing or inpzfche
introduction of competitive products or their pddsieffect on our
sales. Products that compete with our drugs, ifetudome of our
best-selling medicines, are launched from timeénb@t Launches of
a number of competitive products have occurreeaemnt years,
and certain potentially competitive products arganous stages of
development, some of which have been filed for apglrwith the
FDA and with regulatory authorities in other coigdr

Dependence on Key I-Line and New Products

We recorded direct product revenues of more thabilan for
each of nine pharmaceutical products in 2Q0gitor, Norvasc,
Lyrica, Celebrex, Viagra, Detrol/Detrol LA, Xalatétalacom,
GeodonandZyvox.Those products accounted for 60% of our total
Pharmaceutical revenues in 20Q&itor sales in 2008 were
approximately $12.4 billion, accounting for 28%anfr total 2008
Pharmaceutical revenues. If the other productsipioé our other
major products were to become subject to problarok as loss of
patent protection, changes in prescription growtks, material
product liability litigation, unexpected side eftecregulatory
proceedings, publicity affecting doctor or patieahfidence or
pressure from existing competitive products, charngéabeling or
if a new, more effective treatment should be inticet, the adverse
impact on our revenues could be significant. Fanegle, U.S.
revenues foChantixdeclined significantly in 2008 compared to
2007 following changes to théhantixU.S. label during 2008. As
noted, patents covering several of our best-settiedicines have
recently expired or will expire in the next few ygaand patents
covering a humber of our best-selling medicinestlagesubject of
pending legal challenges. In addition, our reveragesd be
significantly impacted by the timing and rate ofronercial
acceptance of key new products, includ8gjzentry/Celsentand
Toviaz.

Specialty Pharmaceuticals

Specialty pharmaceuticals refer to medicines tieat trare or
life-threatening conditions that have smaller p#tjgopulations,
such as certain types of cancer, multiple sclerasisHIV. The
growing availability and use of innovative spegjalt
pharmaceuticals, combined with their relative higtest as
compared to other types of pharmaceutical prodigtsgginning to
generate significant payer interest in developiogt containment
strategies targeted to this sector. While the impadfizer of
payers’ efforts to control access and pricing acsplty
pharmaceuticals has been limited to date, the Capipgrowing
portfolio of specialty products, combined with ihereasing use of
health technology assessment in markets aroungdhd and the
deteriorating finances of governments, may leaal toore
significant adverse business impact in the future.
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Research and Development Investmer

The discovery and development of new products disas¢he
development of additional uses for existing prodwue very
important to the success of the Company. Howe\aanting
current growth and investment for the future rerea@major
challenge. Our ongoing investments in new produtcoductions
and in research and development for new producteaisting
product extensions could exceed corresponding gategth. This
could produce higher costs without a proportionatéase in
revenues.

Development, Regulatory Approval and Marketing of Roducts

Risks and uncertainties apply particularly withpest to
product-related, forward-looking statements. Thicome of the
lengthy and complex process of identifying new compls and
developing new products is inherently uncertaireréhcan be no
assurance as to whether or when we will receivelaggry
approval for new products or for new indicationgiosage forms
for existing products. Decisions by regulatory awities regarding
labeling and other matters could adversely affeetavailability or
commercial potential of our products. There alsoraany
considerations that can affect marketing of phasutcal products
around the world. Regulatory delays, the inabiiitysuccessfully
complete clinical trials, claims and concerns atsafiety and
efficacy, new discoveries, patent disputes andndaibout adverse
side effects are a few of the factors that coulkeskly affect the
realization of research and development and prechiliated,
forward-looking statements.

Research Studies

Decisions about research studies made early idakielopment
process of a drug candidate can have a substanpatt on the
marketing strategy once the drug receives apprdtate detailed
studies may demonstrate additional benefits thathedp in the
marketing, but they consume time and resourcesandielay
submitting the drug candidate for initial approwale try to plan
clinical trials prudently, but there is no guaranteat a proper
balance of speed and testing will be made in eash.cThe quality
of our decisions in this area could affect our fattesults.
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Interest Rate and Foreign Exchange Risl

58% of our total 2008 revenues was derived fromarirdtional
operations, including 31% from the Europe regiod 45% from
the Japan/Asia region. These international-basezhrees, as well
as our substantial international net assets, expaseevenues and
earnings to foreign currency exchange rate charmgesldition, our
interest-bearing investments, loans and borrowargssubject to
risk from changes in interest rates and foreigrharge rates.
These risks and the measures we have taken tacbelain them
are discussed in the section entitfédancial Risk Managemeint
our 2008 Financial Report. For additional detaitss Note 9D to
our consolidated financial statemerfigancial Instruments:
Derivative Financial Instruments and Hedging Adtas,in our
2008 Financial Report. Those sections of our 2068ri€ial Report
are incorporated by reference.

Notwithstanding our efforts to foresee and mitigée effects of
changes in fiscal circumstances, we cannot predibtcertainty
changes in currency and interest rates, inflatiootloer related
factors affecting our businesses.

Risks Affecting International Operations

Our international operations also could be affettgdhanges in
intellectual property legal protections and remedimde
regulations and procedures and actions affectipgosgal,
production, pricing, reimbursement and marketingrafducts, as
well as by unstable governments and legal systemsraer-
governmental disputes. Any of these changes caludraely affect
our business.

Global Economic Conditions

The recent changes in global financial markets mmtéad, nor
do we anticipate they will have, a significant irmmpan our
liquidity. Due to our significant operating cashul, financial
assets, access to capital markets and availalele dihcredit and
revolving credit agreements, we continue to belithat we have
the ability to meet our financing needs for theekmeable future.
As market conditions change, we will continue tonitar our
liquidity position. However, there can be no assaeathat our
liquidity or our results of operations will not bffected by recent
and possible future changes in global financialketsr and global
economic conditions.



Table of Contents

Moreover, like other businesses, we face the piategffects of
the global economic recession. Unprecedented meadketitions
including illiquid credit markets, volatile equitgarkets, dramatic
fluctuations in foreign currency rates and econoraaession could
affect future results.

Product Manufacturing and Marketing Risks

Difficulties or delays in product manufacturingroarketing,
including, but not limited to, the inability to irease production
capacity commensurate with demand or the failugréalict
market demand for, or to gain market acceptancepgtoved
products, could affect future results.

Cost and Expense Control/Unusual Events

Growth in costs and expenses, changes in procegment and
geographic mix and the impact of acquisitions, sliiteres,
restructurings, product withdrawals and other uatsuents that
could result from evolving business strategies|uaten of asset
realization and organizational restructuring ccaddersely affect
future results. Such risks and uncertainties inglud particular,
our ability to realize the projected benefits of oast-reduction
initiatives.

Changes in Laws and Accounting Standards

Our future results could be adversely affectedlmnges in laws
and regulations, including changes in accountingdsrds,
taxation requirements (including tax-rate changesy tax laws and
revised tax law interpretations), competition |zamsl
environmental laws in the U.S. and other countries.

Terrorist Activity

Our future results could be adversely affectedlmnges in
business, political and economic conditions, inzigdhe cost and
availability of insurance, due to the threat ofdeist activity in the
U.S. and other parts of the world and related thiitary action
overseas.

Legal Proceedings

We and certain of our subsidiaries are involvedarious patent,
product liability, consumer, commercial, securitiesvironmental
and tax
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litigations and claims, government investigaticersd other lege
proceedings that arise from time to time in theérad/ course of
our business. Litigation is inherently unpredictalzind excessive
verdicts do occur. Although we believe we have sariigal
defenses in these matters, we could in the fuhaerijudgments or
enter into settlements of claims that could haweagerial adverse
effect on our results of operations in any partaicyleriod.

Patent claims include challenges to the coveragianalidity
of our patents on various products or processabhoAgh we
believe we have substantial defenses to theseeclgalé with
respect to all our material patents, there candbagssurance as to
the outcome of these matters, and a loss in attyest cases could
result in a loss of patent protection for the datigssue, which
could lead to a significant loss of sales of thaigdand could
materially affect future results of operations.

Business Development Activities

We plan to continue to enhance our in-line prodacis product
pipeline through acquisitions, licensing and alties (see
Regulatory Environment and Pipeline ProductiunderOur
Operating Environment and Response to Key Oppdi#snand
Challengesn our 2008 Financial Report, which is incorporalgd
reference). However, these enhancement plans bjecsto the
availability and cost of appropriate opportunitiesl competition
from other pharmaceutical companies that are sgekimilar
opportunities.

Information Technology

We rely to a large extent upon sophisticated infiom
technology systems and infrastructure. The sizecantplexity of
our computer systems make them potentially vulriersh
breakdown, malicious intrusion and random attadkewise, data
privacy breaches by employees and others with petnaccess to
our systems may pose a risk that sensitive datalrmaxposed to
unauthorized persons or to the public. While weehavested
heavily in protection of data and information teclugy, there can
be no assurance that our efforts will prevent bdealns or
breaches in our systems that could adversely afigrcbusiness.
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Risk Factors Related To The Proposed Wyeth Acquisin

We may fail to realize all of the anticipated benefits of the
acquisition.

The success of the acquisition will depend, in,partour ability
to realize the anticipated benefits and cost savirgm combining
the businesses of Pfizer and Wyeth. However, tizeethese
anticipated benefits and cost savings, we mustesstally
combine the businesses of Pfizer and Wyeth. If rgenat able to
achieve these objectives, the anticipated beregfilscost savings
of the acquisition may not be realized fully oafitor may take
longer to realize than expected.

Pfizer and Wyeth have operated and, until the cetigi of the
acquisition, will continue to operate, independentlis possible
that the integration process could result in ttss lof key
employees, the disruption of each company’s ongbirginesses or
inconsistencies in standards, controls, procedamdolicies that
adversely affect our ability to maintain relatioipshwith
customers, suppliers, distributors, creditors,dessclinical trial
investigators or managers of its clinical trialg@achieve the
anticipated benefits of the acquisition. Integnatiédforts between
the two companies will also divert management &ttarand
resources. These integration matters could haeslaerse effect
on each of Wyeth and Pfizer during such transigieriod.

Failure to complete the acquisition could negatively impact our
stock price and our future business and financial results.

If the acquisition is not completed or our finargiior the
transaction becomes unavailable, our ongoing basiaad
financial results may be adversely affected andwilldbe subject
to a number of risks, including the following:

« if our financing for the acquisition becomes unéalale, we will,
under circumstances specified in the merger agreerbe
required to pay significant liquidated damages tgetN or be
compelled to take certain actions to specificallyfprm our
obligation to consummate the acquisiti

» we will be required to pay certain costs relatiogie
acquisition, whether or not the acquisition is cteted,;
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« matters relating to the acquisition (including griation
planning) may require substantial commitmentsmgtand
resources by our management, which could otherfaase been
devoted to other opportunities that may have begweficial to
us.

We could also be subject to litigation related ity &ailure to
complete the acquisition. If the acquisition is nompleted, these
risks may materialize and may adversely affecttuginess,
financial results and stock price.

Therequired regulatory approvals may not be obtained or may
contain materially burdensome conditions that could have an
adverse effect on us.

Completion of the acquisition is conditioned upba teceipt of
certain governmental approvals, including, withiimitation, the
expiration or termination of the applicable waitipgriod under the
Hart-Scott-Rodino Act, the issuance by the Europ@ammission
of a decision under the EC Merger Regulation dedjathe
acquisition compatible with the Common Market, &pgproval of
the acquisition under the China Anti-Monopoly Lamdahe
approval of the acquisition by the antitrust regpisin Canada and
Australia. Although Pfizer and Wyeth have agreethenmerger
agreement to use their reasonable best effortbttirthe requisite
governmental approvals, there can be no assurbatéese
approvals will be obtained. In addition, the goveemtal
authorities from which these approvals are requineg impose
conditions on the completion of the acquisitiomrenuire changes
to the terms of the acquisition. Under the termthefmerger
agreement, we are required, if necessary to reegitigust
approval, to make divestitures of assets so lorguals divestitures
would not result in the one-year loss of net s@lesasured by net
2008 sales revenue) in excess of $3 billion. Ifb@eome subject to
any material conditions in order to obtain any appts required to
complete the acquisition, our business and resfilbéperations
may be adversely affected.

We will take on substantial additional indebtednessto finance the
acquisition.
Upon completion of the acquisition, we will increasur

indebtedness which will include acquisition debgficing of
approximately $22.5 billion and the assumption ofétti’s debt
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obligations. The financial and other covenants Wabgree to il
connection with such indebtedness and our incremskethtedness
and higher debt-to-equity ratio in comparison tat thf Pfizer on a
recent historical basis could, among other thingdiice our
flexibility to respond to changing business andregnic conditions
and increase our borrowing costs.

We will incur significant transaction and acquisition-related costs
in connection with the acquisition.

We expect to incur a number of non-recurring castociated
with integrating the operations of Wyeth. The sahal majority
of non-recurring expenses resulting from the adggoiswill be
comprised of transaction costs related to the adtpn, facilities
and systems consolidation costs and employmenttecetosts.
We will also incur transaction fees and costs egldb formulating
integration plans. Additional unanticipated costsyrbe incurred in
the integration of Wyeth'’s business. Although weesnt that the
elimination of duplicative costs, as well as thalimation of other
efficiencies related to the integration of the besises, should
allow us to more than offset incremental transactind
acquisition-related costs over time, this net biémedy not be
achieved in the near term, or at all.

The merger may not be accretive and may cause dilution to our
earnings per share, which may harm the market price of our
common stock.

We currently anticipate that the merger will beratige to
earnings per share during the calendar year 2(i&.ekpectation
is based on preliminary estimates which may mdtgiihange
after the completion of the merger. We could alscoenter
additional transaction and integration-related £ostother factors
such as the failure to realize all of the benefitdcipated in the
merger. All of these factors could cause dilutiortrr earnings per
share or decrease or delay the expected accréfdet ef the
merger and cause a decrease in the price of oumoonstock.
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Chargesto earnings resulting from the application of the
purchase method of accounting may adversely affect the market
value of our common stock following the merger.

In accordance with U.S. GAAP, we will be considetteel
acquirer for accounting purposes. We will accoonttfie merger
using the purchase method of accounting, whichnegult in
charges to our earnings that could adversely affecimarket value
of our Common Stock following the completion of therger.
Under the purchase method of accounting, we wilkake the total
purchase price to the assets acquired and ligsilgssumed from
Wyeth based on their fair values as of the datb@tompletion of
the merger, and record any excess of the purchiaseqver those
fair values as goodwill. For certain tangible anthihgible assets,
reevaluating their fair values as of the completdate of the
merger will result in our incurring additional depration and/or
amortization expense that exceed the combined aimoecorded
by Pfizer and Wyeth prior to the merger. This imsed expense
will be recorded by us over the useful lives of timelerlying assets.
In addition, to the extent the value of goodwillistangible assets
were to become impaired, we may be required toriobarges
relating to the impairment of those assets.

Wyeth faces litigation risks and is the subject of various legal
proceedings.

If we consummate our acquisition of Wyeth, we wisume
Wyeth’s risks arising from legal proceedings. Lk
pharmaceutical companies in the current legal enwirent, Wyeth
is involved in various patent, product liabilitygresumer,
commercial, securities, environmental and taxditigns and
claims, government investigations, and other Ipgateedings that
arise from time to time in the ordinary coursetsfljusiness. We
cannot predict with certainty the eventual outcarh@/yeth’s
pending or future legal proceedings and the uléinwattcome of
such matters could be material to our results efatons, cash
flows and financial condition.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable.
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ITEM 2. PROPERTIES

Our corporate headquarters and the headquarters of
Worldwide Pharmaceutical and Animal Health busieesare
located in New York City, which includes severalred and
leased buildings.

For our Worldwide Pharmaceutical business, we omthlaase
space around the world for sales and marketingjrasimative
support and customer service functions. Globaikitives were
recently launched to improve the utilization offaktilities and
reduce the cost of our global real estate portfolio

Our Global Research and Development and Bioteclgyaiod
Bioinnovation Center divisions are headquartereaned and
leased facilities in New London, Connecticut andtBdsan
Francisco, California, respectively. We operaténlmbvisions in a
number of locations around the world. Several &ffto more
efficiently use our R&D facilities have been contple Our former
facility in Ann Arbor, Michigan was closed and isder contract to
be sold in 2009, and the disposition of three oexeess facilities
in Michigan have been completed.

We have veterinary medicine research and developmen
operations in owned or leased facilities in Kalaowand Richland
Township, Michigan, Durham, North Carolina, Lincokebraska,
Thane, India, Sandwich, England, Louvain-la-NeWB&gium and
Melbourne, Australia.

Our Global Manufacturing (PGM) division is headdgesaed in
New York, NY and in Peapack, NJ and operates piar$
locations around the world that manufacture prosltmt our
Pharmaceutical and Animal Health businesses. Majlities are
located in Belgium, France, Germany, Ireland, ltdgpan, Puerto
Rico, Singapore, and the United States. The Glstaadufacturing
division also operates distribution facilities irajor markets
around the world. As part of Pfizer's Transformatand Plant
Network Strategy productivity initiatives, five tiese
manufacturing facilities are scheduled to be soldi@sed within
the next several years as Global Manufacturingicoas to
optimize its plant network.

In general, our properties are well maintainedgad¢e and
suitable for their purposes. See Note 11 to ousaclidated
financial statement$roperty,
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Plant and Equipmer, in our 2008 Financial Report, whii
discloses amounts invested in land, buildings andpenent and
which is incorporated by reference. See also theudision under
Note 17 to our consolidated financial statemelLease
Commitmentsin our 2008 Financial Report, which is also
incorporated by reference.

ITEM 3. LEGAL PROCEEDINGS

Certain legal proceedings in which we are involaeel discussed
in Note 19 to our consolidated financial statemdregal
Proceedings and Contingenci, in our 2008 Financial Report,
which is incorporated by reference.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF
SECURITY HOLDERS

Not applicable.
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EXECUTIVE OFFICERS OF THE COMPANY

The executive officers of the Company are set fortthis table. Each holds the offices indicatetilums or her successor is chosen and
gualified at the regular meeting of the Board ofdgtors to be held immediately following the 2008n&al Meeting of Shareholders. Each of
the executive officers is a member of the Pfizeedtsive Leadership Team.

Name
Jeffrey B. Kindler

Frank A. [’ Amelio

Joseph M. Feczk

Corey S. Goodman

Age

53

51

59

57

Position
Chief Executive Officer since July, 2006. He beca®hairman of the Board in December
2006. He was Vice Chairman and General Counsel iarch 2005 to July 2006,
Executive Vice President and General Counsel fr@mil 2004 to March 2005, and Senior
Vice President and General Counsel from Januarg 2®@pril 2004. Prior to joining
Pfizer, Mr. Kindler served as Chairman of Bostonrkéh Corporation from 2000 to 2001,
and President of Partner Brands during 2001, batpanies owned by McDonald’s
Corporation. He was Executive Vice President, CafmRelations and General Counsel of
McDonald’s Corporation from 1997 to 2001, and frb@96 to 1997 served as that
company'’s Senior Vice President and General Counsahber of the U.S.-Japan Business
Council and the Boards of Trustees of Ronald Mcwhbouse Charities and Tufts
University.

Chief Financial Officer since September 2007. Rresiy, he was Senior Executive Vi
President of Integration and Chief Administrativéfi€zr of Alcatel-Lucent from November
2006 until August 2007. Mr. D’Amelio was the Chi@perating Officer of Lucent
Technologies from January 2006 until November 2806 from May 2001 until January
2006, he was Executive Vice President, Administrgtand Chief Financial Officer of
Lucent Technologies. He is a Director of Humana,,Ithe Independent College Fund of
New Jersey and the JP Morgan Chase National AdvBoard.

Senior Vice President and Chief Medical Officercgiiugust 2006. Dr. Feczko, who joir
us in 1982, has held various positions of increasasponsibility in research and
development and medical and regulatory operatidesvas promoted to his position as
Chief Medical Officer in 2002. Dr. Feczko is boarektified in Internal Medicine and a
specialist in infectious diseases. After four yemgdMedical Director at GlaxoSmithKline’s
Research & Development headquarters in Londonk-Bezko returned to Pfizer in 1996 i
was promoted to the position of Senior Vice Pradideledical and Regulatory Operations
for Global Pharmaceuticals. Dr. Feczko has annalititat he will retire in April 200¢

Senior Vice President and President of Pfizer'digicapeutics and Bioinnovation Center
since October 2007. Dr. Goodman has advised nuradriotechnology companies and co-
founded two companies, Exelixis and Renovis, Ine sdrved as President and Chief
Executive Officer of Renovis from 2001 until 20@t. Goodman was a professor at the
University of California, Berkeley from 1987 to 2D(and, while on faculty, served as the
Evan Rauch Professor of Neuroscience, the Diraxttive Wills Neuroscience Institute and
an Investigator with the Howard Hughes Medicalitog. Dr. Goodman is an Adjunct
Professor at the University of California San Fisog and an elected member of the U.S.
National Academy of Sciences. He is a member obtipervisory board of Evotec Al
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Martin Mackay

Mary McLeod

lan C. Rea(

Natale S. Ricciarc

William R. Ringo

Amy W. Schulmar

Sally Susman

52

52

55

60

63

48

47

Senior Vice President and President of Pfizer AlBesearch & Development (PGRD) sir
October 2007. Early in 2007, he was named Vicei@eas PGRD, Head of Worldwide
Development. From 2003 to 2007, he held the pasiioSenior Vice President, Head of
Worldwide Research and Technology. From 1999 t82@0was Senior Vice President,
Head of Worldwide Discovery. In 1998 he held thsipon of Vice President, UK Discovery
and in 1997 he was Senior Director, Head of Biol

Senior Vice President of Worldwide Human Resougiese April 2007. She served in tl

role on an interim basis from January to April 2@@le she was a consultant at Korn
Consulting Group. Prior to that, she led Human Reses for Symbol Technologies from
2005 to 2006 and was the head of Human Resourc&hfirles Schwab & Co., Inc. from
2001 to 2004. From 1999 to 2001, she was Vice &eesiHuman Resources for Cisco
Systems and prior to that, Vice President of HufRasources for General Electric Company
from 1992 to 1997. She is a Director of Belden

Senior Vice President and President, Worldwide flaeutical Operations since Aug
2006. Mr. Read has held various positions of irgirearesponsibility in pharmaceutical
operations. He previously served as Area Presiterthe Europe, Canada, Africa and Mic
East and Latin America regions and Senior Vice iBess of the Pfizer Pharmaceuticals
Group. Mr. Read was elected a Vice President aePiinc. in April 2001. He is a Director
Kimberly—Clark Corporation

Senior Vice President and President—Pfizer Globahiacturing since October 2004. He
held a number of positions of increasing respoligibh manufacturing before being named
U.S. Area Vice President/Team Leader for Pfizerb@ldManufacturing in 1999. Mr.
Ricciardi joined us in 1972. He is a Director of diecom Communications Cor

Senior Vice President of Strategy and Business Dpwgent since April 2008. Prior to
joining Pfizer, Mr. Ringo served as Executive insiRience at Sofinnova Ventures frc
January 2007 until March 2008 and as ExecutivedsidRence at Warburg Pincus, a global
private equity investment firm from November 2008ecember 2007. From August 200
April 2006, he was President and CEO of Abgenig,,la biotechnology firnr

Senior Vice President and General Counsel of P§izere June 2008. In July 2008, she
elected Corporate Secretary. Ms. Schulman wastaquaat the law firm of DLA Piper from
1997 until joining Pfizer

Senior Vice President and Chief Communicationsdeffsince February 2008. Prior to
joining Pfizer, Ms. Susman held senior level posi§ at The Estee Lauder Compan
including Executive Vice President from Decembed£2@ January 2008 and Senior Vice
President—Global Communications from September 20fgh November 2004. Earlier
in her career, Ms. Susman was responsible forf @hwerican Express Internationalinterna
and external communications and governmental aftaid spent eight years in government
service focused on international trade iss
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PART Il
ITEM 5. MARKET FOR THE COMPANY 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

The principal market for our Common Stock is thewN¥éork Stock Exchange Euronext. Our stock is aistedl on the London and Swiss
Stock Exchanges and is traded on various UniteStagional stock exchanges. Additional informratiequired by this item is incorporated
by reference from the table caption@darterly Consolidated Financial Data (Unaudited)our 2008 Financial Report.

This table provides certain information with respecour purchases of shares of the Company’s Cam&tock during the fiscal fourth
quarter of 2008:

Issuer Purchases of Equity Securities(a)

Average
Price Total Number of Approximate
Paid per Shares Purchased ¢ Dollar Value of
Shares that May
Total Number of Share Part of Publicly Yet Be Purchased
Period Shares Purchased? (b) Announced Plan(® Under the Plan®
September 29, 20(
Through
October 31, 200 183,55° $18.8( $5,033,723,29
November 1, 200
Through
November 30, 200 18,89¢ $17.4¢ $5,033,723,29
December 1, 200
Through
December 31, 200 236,56 $16.2¢ $5,033,723,29
Total 439,01° $17.3¢

@ On June 23, 2005, Pfizer announced that the Bddbirectors authorized a $5 billion share-purchplss (the 2005 Stock Purchase
Plan). On June 26, 2006, Pfizer announced thaBtized of Directors increased the authorized amotishares to be purchased under
2005 Stock Purchase Plan from $5 billion to $18dsil On January 23, 2008, Pfizer announced traBibard of Directors had authori:
a new $5 billion share-purchase plan to be utilizedh time to time.

®  These columns reflect the following transactionsrduthe fourth quarter of 2008: (i) the open-marnkerchase by the trustee of 119,812
shares of common stock in connection with the restiment of dividends paid on common stock heldusttfor employees who were
granted performance-contingent share awards anddetesred receipt of such awards, (ii) the surrena®fizer of 193,917 shares of
common stock to satisfy tax withholding obligatiangonnection with the vesting of restricted stackl restricted stock units issued to
employees, and (iii) the surrender to Pfizer of,288 shares of common stock to satisfy tax withimglabligations in connection with
vesting of performance-contingent share awardesso employees.
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ITEM 6. SELECTED FINANCIAL DATA

Information required by this item is incorporatedreference
from theFinancial Summaryn our 2008 Financial Report.

ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Information required by this item is incorporatedrbference
from the Financial Review section of our 2008 FiriahReport.

ITEM 7A. QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

Information required by this item is incorporatedreference
from the discussion under the headkiigancial Risk Management
in our 2008 Financial Report.

ITEM 8. FINANCIAL STATEMENTS AND
SUPPLEMENTARY DATA

Information required by this item is incorporatedreference
from theReport of Independent Registered Public Accouriing
on the Consolidated Financial Statemeinteur 2008 Financial
Report and from the consolidated financial statesjerlated notes
and supplementary data in our 2008 Financial Report

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH
ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

Not applicable.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls

As of the end of the period covered by this 2008100-K, we
carried out an evaluation, under the supervisiahwith the
participation of our principal executive officerdaprincipal
financial officer, of the effectiveness of the dgsand operation of
our disclosure controls and procedures (as suahitedefined in
Rules 13a-15(e) and
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15c¢-15(e) under the Securities Exchange Act of 1934
“Exchange Act”)). Based on this evaluation, ounpipal executive
officer and principal financial officer concludeaht our disclosure
controls and procedures are effective in alertivegrt in a timely
manner to material information required to be diset in our
periodic reports filed with the SEC.

Internal Control over Financial Reporting

Management’s report on the Company’s internal cmver
financial reporting (as such term is defined ind®ul 3a-15(f) and
15d-15(f) under the Exchange Act), and the rela¢pdrt of our
independent public accounting firm, are includedun 2008
Financial Report under the headifganagement’s Report on
Internal Control Over Financial ReportinandReport of
Independent Registered Public Accounting Firm darimal
Control Over Financial Reportingrespectively, and are
incorporated by reference.

Changes in Internal Controls

During our most recent fiscal quarter, there hasoeen any
change in our internal control over financial repuay (as such term
is defined in Rules 13a-15(f) and 15d-15(f) undher Exchange
Act) that has materially affected, or is reasondiligly to
materially affect, our internal control over findalareporting.
However, we do wish to highlight some changes whiaken
together, are expected to have a favorable impaouo controls
over a multi-year period. We continue to pursueudtinyear
initiative to outsource some transaction-procesatitgyities within
certain accounting processes and are migratingtmaistent
enterprise resource planning system across theiaegeon. These
are enhancements of ongoing activities to suppergtowth of our
financial shared service capabilities and standardur financial
systems. None of these initiatives is in respoasany identified
deficiency or weakness in our internal control degncial
reporting.

ITEM 9B. OTHER INFORMATION
Not applicable.
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PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND
CORPORATE GOVERNANCE

Information about our Directors is incorporatedrbference
from the discussion under Item 1 of our 2009 PrStatement.
Information about compliance with Section 16(ajief Exchange
Act is incorporated by reference from the discussinder the
headingSection 16(a) Beneficial Ownership Reporting Coarple
in our 2009 Proxy Statement. Information aboutRfieer Policies
on Business Conduct governing our employees, iiogudur Chief
Executive Officer, Chief Financial Officer and Rripal
Accounting Officer, and the Code of Business Cohdnd Ethics
governing our Directors, is incorporated by refeeefrom the
discussion under the headiR§jzer Policies on Business Ethics and
Conductin our 2009 Proxy Statement. Information regarding
procedures by which our stockholders may recommmemadnees
to our Board of Directors is incorporated by refexe from the
discussion under the headiRgquirements, Including Deadlines,
for Submission of Proxy Proposals, Nomination agEBtors anc
Other Business of Shareholdénsour 2009 Proxy Statement.
Information about our Audit Committee, includingetmembers of
the Committee, and our Audit Committee financigberts, is
incorporated by reference from the discussion utfteeheadings
The Audit Committee and Audit Committee Financigidgtsin
our 2009 Proxy Statement. The balance of the inftion required
by this item is contained in the discussion erdiflxecutive
Officers of the Comparip Part | of this 2008 Form 10-K.

ITEM 11. EXECUTIVE COMPENSATION

Information about Director and executive compeioseis
incorporated by reference from the discussion utfieeheadings:
Compensation of Non-Employee Directors, Executive
Compensation, Compensation Committee Interlockdrsider
Participationin our 2009 Proxy Statement.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Information required by this item is incorporatedrbference
from the discussion under the headiggsurities Ownershiand
Compensation Discussion and Analyisigur 2009 Proxy
Statement.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED
TRANSACTIONS AND DIRECTOR
INDEPENDENCE

Information about certain relationships and tratieas with
related parties is incorporated by reference frioendiscussion
under the headingReview of Related Person Transactians
Transactions with Related Persansour 2009 Proxy Statement.
Information about director independence is incoaped by
reference from the discussion under the heaBDingctor
Independencin our 2009 Proxy Statement.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND
SERVICES

Information about the fees for professional sewi@ndered by
our independent auditors in 2008 and 2007 is imo@ated by
reference from the discussion under the headindjt and Non-
Audit Feesin Item 2 of our 2009 Proxy Statement. Our Audit
Committee’s policy on pre-approval of audit andrpissible non-
audit services of our independent auditors is ipotated by
reference from the section captiorfealicy on Audit Committee
Pre-Approval of Audit and Permissible Non-Audit Seegiof
Independent Registered Public Accounting Fin Item 2 of our
2009 Proxy Statement.



Table of Contents

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

15(a)(1) Financial StatementsThe following consolidated financial statement$ater notes, report of independent registered publi
accounting firm and supplementary data from out82Bidiancial Report are incorporated by referente liem 8 of Part Il of this 2008 Form
10-K:

* Report of Independent Registered Public Accourfiimgn on the Consolidated Financial Statem:e
» Consolidated Statements of Inco
» Consolidated Balance She:
» Consolidated Statements of Sharehol' Equity
» Consolidated Statements of Cash Flc
* Notes to Consolidated Financial Statem
* Quarterly Consolidated Financial Data (Unaudit
15(a)(2) Financial Statement ScheduleSchedules are omitted because they are not requidegicause the information is provided

elsewhere in the financial statements. The findstéements of unconsolidated subsidiaries arétedhbecause, considered in the aggregate,
they would not constitute a significant subsidiary.

15(a)(3) Exhibits.These exhibits are available upon request. Regabkestdd be directed to Matthew Lepore, Vice Pragidehief
Counsel-Corporate Governance and Assistant Ge@eraisel, Pfizer Inc., 235 East 42nd Street, NewkYNlY 10017-5755. The exhibit
numbers preceded by an asterisk (*) indicate ethitiysically filed with this 2008 Form K- All other exhibit numbers indicate exhibits fil
by incorporation by reference. Exhibit numbers )®@itough 10(23) are management contracts or cosgpery plans or arrangements.

2(1) Agreement and Plan of Merger dated as of July @822mong Pfizer Inc., Pilsner Acquisition Sub Canmpd Pharmaci
Corporation is incorporated by reference from Anmaadt No. 2 to our Registration Statement on ForthaS-filed with the SEC ¢

October 17, 2002

2(2) Agreement and Plan of Merger dated as of Janugarg@® among Pfizer Inc., Wagner Acquisition Campd Wyeth is incorporate
by reference from our-K report filed on January 29, 20C

3(1) Our Restated Certificate of Incorporation datedilA®2, 2004, is incorporated by reference from d@-Q report for the perio
ended March 28, 200

3(2) Amendment dated May 1, 2006 to Restated Certifiohtacorporation dated April 12, 2004, is incoratad by reference from our
1C-Q report for the period ended July 2, 20

3(3) Our By-laws, as amended October 23, 2008, are incorpobgteeference from our-K report filed on October 24, 200

4(1) Indenture, dated as of January 30, 2001, betweandiI he Chase Manhattan Bank, is incorporateéfgyence from our 8-K

report filed on January 30, 20(

4(2) Except as set forth in Exhibit 4(1) above, therinstents defining the rights of holders of long-tetebt securities of the Company
and its subsidiaries have been omitted.

10(1) 2001 Stock and Incentive Plan is incorporated figremce from our Proxy Statement for the 2001 AhMeeting of Shareholder
1 We agree to furnish to the SEC, upon request, g cbpach exhibit to this Agreement and Plan of §éer

2 We agree to furnish to the SEC, upon request, g cbpach instrument with respect to issuancesmgdterm debt of the Company and
its subsidiaries.

27



Table of Contents

10(2)
10(3)

10(4)
10(5)

10(6)
10(7)
10(8)
10(9)

10(10)

10(11)
10(12)

10(13)

10(14)
10(15)
10(16)
10(17)

10(18)
10(19)
10(20)

10(21)
*10(22)
*10(23)
*12

Pfizer Inc. 2004 Stock Plan is incorporated by nexfee from our Proxy Statement for the 2004 Antieéting of Shareholder

Form of Stock Option Grant Notice and Summary of Kerms is incorporated by reference from oL-Q report for the perio
ended September 26, 20!

Form of Restricted Stock Grant Notice is incorpedaby reference from our 10-Q report for the pegaded September 26,
2004.

Form of Performance-Contingent Share Award Graritddas incorporated by reference from our 10-Qoréfor the period
ended September 26, 20(

Stock and Incentive Plan, as amended through Jul999, is incorporated by reference from our 19€-K report.
Pfizer Retirement Annuity Plan, as amended thradghember 6, 1997, is incorporated by reference foom1997 1-K report.
Nonfunded Supplemental Retirement Plan is incomedrly reference from our 1996-K report.

Nonfunded Deferred Compensation and Supplementah@aPlan, as amended and restated as of Fekbtuaf?2, is
incorporated by reference from our 200:-K report.

Executive Annual Incentive Plan is incorporateddference from our Proxy Statement for the 1997 ushiMeeting of
Shareholders

Summary of Annual Incentive Plan is incorporateddfgrence from our 2000 -K report.

2001 Performance-Contingent Share Award Plan isrparated by reference from our Proxy Statementifer2001 Annual
Meeting of Shareholder

Performance-Contingent Share Award Program is paraited by reference from our @+eport for the period ended Septen
29, 1996,

Deferred Compensation Plan is incorporated by eefez from our 1997 -K report.
Non-Employee Directol' Retirement Plan (frozen as of October 1996) isriporated by reference from our 199¢-K report.
Restricted Stock Plan for N-Employee Directors is incorporated by referencenfour 1996 1-K report.

The form of Indemnification Agreement with eachoof non-employee Directors is incorporated by esfee from our 1996 10-
K report.

The form of Indemnification Agreement with eachtlod Named Executive Officers identified in our 200®xy Statement is
incorporated by reference from our 199°-K report.

Pos-Retirement Consulting Agreement, dated as of Af¥j12000, between us and William C. Steere, Jmcisrporated b
reference from our -Q report for the period ended April 2, 20!

Severance Agreement, dated August 22, 2007, betuseand Frank A. ’Amelio and letter to Frank A.’ Amelio regarding
replacement pension benefit dated August 22, 2&@7incorporated by reference from o-K report filed on August 22, 200

Executive Severance Plan is incorporated by reéeeifrom our -K report filed on February 20, 20C
Annual Retainer Unit Award Plan (for N-Employee Directors) (frozen as of March 1, 2006x@&nded
Nonfunded Deferred Compensation and Unit Award RdamNor-Employee Directors, as amend

Computation of Ratio of Earnings to Fixed Char
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*13

*21
*23
*24
*31.1
*31.2
*32.1

*32.2

Portions of the 2008 Financial Report, which, exdepthose sections incorporated by referencefuaréshed solely for th
information of the SEC and are not to be dee*“filed.”

Subsidiaries of the Compar

Consent of KPMG LLP, Independent Registered Pulticounting Firm.

Power of Attorney (included as part of signaturggle

Certification by the Chief Executive Officer Purstito Section 302 of the Sarba-Oxley Act of 2002
Certification by the Chief Financial Officer Pursti@o Section 302 of the Sarba-Oxley Act of 2002

Certification by the Chief Executive Officer Purstigo 18 U.S.C. Section 1350, as Adopted PursuaStttion 906 of the
Sarbane-Oxley Act of 2002

Certification by the Chief Financial Officer Pursiiao 18 U.S.C. Section 1350, as Adopted PurswaSettion 906 of th
Sarbane-Oxley Act of 2002

29



Table of Contents

SIGNATURES

Under the requirements of Section 13 or 15(d) efSkcurities Exchange Act of 1934, this report sigsed on behalf of the Registrant
by the authorized person named below.

Pfizer Inc.

Dated: February 27, 20( By: /s/ Awmy W.SCHULMAN
Amy W. Schulman,
Senior Vice President,
General Counsel and Corporate Secretary

We, the undersigned directors and officers of Pfime., hereby severally constitute Amy W. Schulnazid Matthew Lepore, and each of
them singly, our true and lawful attorneys withl fudwer to them and each of them to sign for ugiunnames in the capacities indicated
below, any and all amendments to this Annual Repoform 10-K filed with the Securities and Excharx@pmmission.

Under the requirements of the Securities ExchangeofA1934, this report was signed by the followpegsons on behalf of the Registr
and in the capacities and on the date indicated.

Signature Title Date
/sl JerFReYB. K INDLER Chairman of the Board and February 27, 2009
Jeffrey B. Kindler Chief Executive Officer and Director

(Principal Executive Officer

/sl FRrRANKA. D’A MELIO Senior Vice President and February 27, 2009
Frank A. D’Amelio Chief Financial Officer
(Principal Financial Officer

/sl LORETTAV. C ANGIALOSI Senior Vice President—Controller February 27, 2009
Loretta V. Cangialosi (Principal Accounting Officer

/sl DENNISA. A USIELLO Director February 27, 2009
Dennis A. Ausiello

/sl MICHAEL S. BROWN Director February 27, 2009
Michael S. Brown

/sl M. ANTHONY B URNS Director February 27, 200
M. Anthony Burns

/sl ROBERTN. B URT Director February 27, 2009
Robert N. Burt

/sl W.DoNC ORNWELL Director February 27, 200
W. Don Cornwell

/sl WiLLiaM H. GRAY llI Director February 27, 200
William H. Gray Il

/sl CONSTANCEJ. HORNER Director February 27, 2009

Constance J. Horner
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Signature
/sl WiLLiaM R. HoweLL
William R. Howell

/s/ SuzaNNE N ORA J OHNSON
Suzanne Nora Johnson

/sl JamESM. K ILTS
James M. Kilts

/ s/ GEORGEA. L ORCH
George A. Lorch

/sl DaNA G. MEAD
Dana G. Mead

/sl STEPHENW. SANGER
Stephen W. Sanger

/sl WiLLiam C. STEERE, JR.
William C. Steere, Jr.

Title
Director

Director

Director

Director

Director

Director

Director
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Date
February 27, 2009

February 27, 2009
February 27, 200
February 27, 2009
February 27, 200
February 27, 200

February 27, 2009



EXHIBIT 10(22)

PFIZER INC ANNUAL RETAINER UNIT AWARD PLAN
(Effective April 1996)
(Effective as of March 1, 2006, no further unit agsawill be granted under this Plan)
(Amended Effective March 1, 2006.)
(Amended Effective January 1, 2009)

1. Restricted Units Each year, effective as of the date of the anmeadting of shareholders, each director who isanamployee of
Pfizer Inc (the “Company”) or any of its subsidés; shall receive the share equivalent of his bahaual retainer in restricted units. The
appropriate number of units shall be based upofivbeday average of the closing trading pricehe Common stock of the Company on the
New York Stock Exchange for the first five daysmefding after April 1 of each year. The number oitsishall be rounded up to the nea
unit. All such units shall be referred to as the$Ricted Units.’Effective as of March 1, 2006, no further Restdcténits will be granted unds
this Plan.

2. Investment All Restricted Units shall be held in the genduaids of the Company and shall be credited talttextor's account. The
director’s account shall be credited with the numifeRestricted Units received on the date spetifieParagraph 1.

3 Dividends.

(A) Whenever a dividend is declared, the numbeResdtricted Units in the director’s account shallifeased by the result of the
following calculations: 1) the number of Restrictadits in the director’s account (including anyrease in units due to deferred
dividends) multiplied by any cash dividend declaogdhe Company on a share of its common stockged/by the closing market price
of such common stock on the related dividend redettd; and/or 2) the number of Restricted Unitthédirector’'s account multiplied by
any stock dividend declared by the Company on eesbfiits common stock. In the event of any chaingbe number or kind of
outstanding shares of common stock of the Compaeiyding a stock split or splits, other than a ktdividend as provided above, an
appropriate adjustment shall be made in the numbRestricted Units credited to the director’'s aauo

(B) Solely as to the Restricted Units granted, edrand vested prior to January 1, 2005 (withinntleaning of section 409A of the
Internal Revenue Code of 1986, as amended (the€'§oand regulations thereunder (“Section 409A3))jirector may elect to receive
directly in cash without deferral the value of a@gh dividend, declared by the Company on a sHate @ommon stock, in lieu of havil
his or her account credited as specified aboveamdtaph 3(A). Any such election shall be made,raag also be terminated, by written
notice directed to the Secretary of the Companyrpd the calendar year of the payment of the eindl

(C) Solely as to the Restricted Units granted, eduor vested after December 31, 2004 (within tharmimg of Section 409A), a
director may elect to receive directly in cash withdeferral the value of any cash dividend, deddry the Company on a share of its
common stock, in lieu of having his or her accaretlited as specified above in Paragraph 3(A),igeal/that (1) the director shall make
his or her election as to the receipt of such cgkdends prior to the year of payment of the aggilie dividend and such election shall
not apply to the dividends payable on any Resttittaits previously granted in a year prior to setdction; and (2) the last such election
shall apply to all future cash dividends made sgbeat to December 31, 2008 with respect to Resttitinits granted, earned or vested
after December 31, 2004 (within the meaning of 8act09A). Such election is permanent and may eathanged thereafter.

4. Distributions. Effective January 1, 2005, except to the exteovided for dividends subject to an immediate adistribution election
under Paragraph 3 of this Plan, all payments miamfe this Plan shall be made at the same time, ratttki same form (as well as the same type
of distribution, namely as to whether in cash @rsb of common stock), as the corresponding paymeatle from the Pfizer Inc Nonfunded
Deferred Compensation and Unit Plan for Non-Empdop&ectors, as amended from time to time, anctcaoedance with the elections made
thereunder. Notwithstanding the foregoing, withpess to Restricted Units granted, earned or vestied December 31, 2004 (within the
meaning of Section 409A), and granted, earned astéd as of December 31, 2008, including relatediregs thereon (the “2009 Distribution
Amounts”),such 2009 Distribution Amounts shall be paid im@p sum to the director on July 1, 2009, provideldirector files an election
do so with the Company by December 31, 2008. Slattiens are permanent and may not be changedéember 31, 2008, and will have
no subsequent effect after July 1, 2009.

With respect to all Restricted Units in the diretd@ccount, the amount payable to the direct@ach instance shall be determined by
multiplying the number of Restricted Units by tHesing market price of the Compasy¢common stock on the day prior to the date formpay
or the last business day prior to that date, ifdag prior to the date for payment is not a busirdssy.



Where the director receives the balance of hisorlecount in annual installments, each annualinstnt shall be a fraction of the value
of the balance of the Restricted Units creditethdirector’s account on the date of such paynbatnumerator of which is one (1) and the
denominator of which is the total number of instehts remaining to be paid at that time.

Notwithstanding the foregoing, solely as to thetReted Units granted, earned or vested after Déegr81, 2004 (within the meaning of
Section 409A), distributions may not be made toey Employee upon a Separation from Service befaalate which is six months after the
date of the Key Employee’s Separation from Ser(eeif earlier, the date of death of the Key Enygle). Any payments that would otherwise
be made during this period of delay shall be acdatad and paid on the first day of the seventh imésitowing the director’'s Separation from
Service (or, if earlier, the first day of the momtiter the director’s death). For purposes of plaisagraph:

(A) “Key Employee” means an individual who is tredtas a “specified employee” as of his Separatiom fService under Code
section 409A(a)(2)(B)(i), i.e., a key employee dafined in Code section 416(i) without regard toagaaph (5) thereof) of the Company
or its affiliates if the Company’s stock is pubjictaded on an established securities market @ratike. Key Employees shall be
determined in accordance with Code section 409AguaiJanuary 1 identification date. A listing ofyfkemployees as of an identification
date shall be effective for the 12-month periodbfwing the identification date; and

(B) “Separation from Service” means a “separatiomf service” within the meaning of Code sectionA09

5. Death. If a director should die before full payment dfRestricted Units credited to his or her accotimg, value of such Restricted
Units shall be paid to his or her designated bergafi or beneficiaries or to his or her estatedoaadance with his or her elections on file under
and the provisions of the Pfizer Inc Nonfunded Defdd Compensation and Unit Plan for Non-Employeee@ors, as amended from time to
time. The value of such Restricted Units shall beetnined by multiplying the number of Restricteqits by the closing market price of the
Company’s common stock on the date of the direstd€ath or on the next business day if the datieath is not a business day.

6 Anti-Assignment Provision The right of a director to any Restricted Unitsl@any related earnings credited to his or herwaucshall
not be subject to assignment by him or her. Ifraador does assign his or her right to any Restlitinits credited to his or her account, the
Company may disregard such assignment and discitargeligation hereunder by making payment as ghoto such assignment had been
made.




EXHIBIT 10(23)

PFIZER INC. NONFUNDED DEFERRED
COMPENSATION AND UNIT AWARD PLAN FOR
NON-EMPLOYEE DIRECTORS

(Effective June 23, 1994)
(Amended September 26, 1996)
(Further Amended Effective March 1, 2006)
(Further Amended Effective January 1, 2008)
(Further Amended Effective January 1, 2009)

1. Deferral Election for Cash Compensatidfach director who is not an employee of Pfizer(the “Company”) or any of its
subsidiaries may elect on or before the last degngfcalendar year to have payment of all or aipdgart of all fees payable to him or her
for services as a director during the followingetalar year and thereafter deferred until he oiSa#parates from Service (as defined in
Paragraph 8) with the Company. Any such electiail $fe made by written notice directed to the Seeyeof the Company. A director’s
election to defer fees shall continue until a dveSeparates from Service unless he or she etetiminates such election with respect to future
fees by timely written notice delivered to the ®tary of the Company. Any such notice shall beceffective on the first day of the calendar
year immediately following written notice directelthe Secretary of the Company. Amounts crediteitié account of a director prior to
effective date of such notice shall not be affecteteby and shall be paid to him or her in acaoedawith paragraph 5 (or paragraph 6 in the
event of his or her death) below.

2. Investment of Deferred Cash Compensatiah deferred cash fees (“Deferred Cash Compeaosgtishall be held in the general funds
of the Company and shall be credited to the diréctccount, and, at the director’s election, tbecaint shall be credited either with a) interest
at a rate equal to the rate of return for an inegtiate treasury index as selected by the Plan a&mhmittee, compounded monthly, or b) a
number of units, calculated to the nearest thoubaoich unit, produced by dividing the amount eddaleferred by the closing market price of
the Company’s common stock as reported on the didasaed Tape of the New York Stock Exchange onldisebusiness day of the fiscal
quarter in which the fees are earned. A directoy alact to switch the investment form of deferrbpreviously deferred Deferred Cash
Compensation effective on the first day of any wdég quarter by giving prior written notice dirett® the Secretary of the Company;
provided, however, that a switch into, or out bg unit account shall be permitted only if the dioe has not elected to switch out of, or into,
the unit account within this Plan, the Pfizer Comp&tock Fund within the Pfizer Savings Plan oruhé account within the Pfizer Inc.
Nonfunded Deferred Compensation and Supplementah@aPlan during the prior six months. The Awardleits, as described in paragre
3, shall not be affected by any such election.

3. Awards of Units An award consisting of 5,500 units shall be miadeach director who is elected for the first tiraed thereafter each
year that he or she continues as a director effeets of the date of the annual meeting of shadeln®l All such units shall be referred to as
“Awarded Units.” In the event of any change in thamber or kind of outstanding shares of commonksté¢che Company, including a stock
split or splits, or a stock dividend, an approgriatjustment shall be made in the number of Awatdigts. The director's account shall be
credited with the number of Units so awarded aruh dinits shall remain credited until distributiom @escribed in paragraph 5 below (or
paragraph 6 in the case of the director’s death).

4. Dividends.

(A) Whenever a dividend is declared, the numberrifs in the director’'s account (both with respecDeferred Cash
Compensation invested in the unit account and Aectdnits, and including any increase in units dudeferred dividends pursuant to
this Paragraph 4(A)) shall be increased by thelrethe following calculations: 1) the numberuiits in the director’s account
multiplied by any cash dividend declared by the @any on a share of its common stock, divided byctbsing market price of such
common stock on the related dividend record datd/ax 2) the number of units in the director’s agomultiplied by any stock dividend
declared by the Company on a share of its comnamk stn the event of any change in the number od kif outstanding shares of
common stock of the Company including a stock splgplits, other than a stock dividend as providedve, an appropriate adjustment
shall be made in the number of units credited éodinector’s account.

(B) Solely as to the Awarded Units granted, eared vested prior to January 1, 2005 (within the mrgaof section 409A of the
Internal Revenue Code of 1986, as amended (the€'§oand regulations thereunder (“Section 409A3))jirector may elect to receive
directly in cash without deferral the value of amgh dividend, declared by the Company on a sHatre @ommon stock, in lieu of havil
his or her account credited as specified aboveamadtaph 4(A). Any such election shall be made,raag also be terminated, by written
notice directed to the Secretary of the Companyrpd the calendar year of the payment of the éinitl



(C) Solely as to the Awarded Units granted, eaworegested after December 31, 2004 (within the nmeaof Section 409A), a
director may elect to receive directly in cash withdeferral the value of any cash dividend, deddry the Company on a share of its
common stock, in lieu of having his or her accanetited as specified above in Paragraph 4(Auchselection is made within 30 days
of the director’s first becoming eligible to paitiate in this Plan or another account balance mgnired to be aggregated with this Plan
under Section 409A, provided that such electiorl sipgply only with respect to dividends declaretdsequent to the date of receipt of the
election by the Company. Otherwise such dividendary such Awarded Units will be deferred to thedtior’s unit account as descrik
above in Paragraph 4(A). Such election is permaaetitmay not be changed thereafter. For individwais were, are, or will be eligible
directors at any time between December 31, 2004eugmber 31, 2008, and with respect to the cagtetids received on Awarded
Units granted, earned or vested after Decembe2@14 (within the meaning of Section 409A) and gedntarned, and vested prior to
December 31, 2008, such directors shall make ghedtions as to the receipt of such cash dividgnids to the year of payment of the
applicable dividend and such elections shall nptyato the dividends payable on any Awarded Unitsvusly granted in a year prior to
such election. The last such election shall applglitfuture cash dividends made subsequent tomkee31, 2008 with respect to
Awarded Units granted, earned or vested after Dbeerdl, 2004 (within the meaning of Section 409%Ych election is permanent and
may not be changed thereafter.

5. Distributions.

(A) Deferred Cash Compensation and Awarded Unitsrded prior to January 1, 2008Vith respect to Deferred Cash
Compensation and Awarded Units granted, earned@sted prior to January 1, 2005 (within the meawih§ection 409A), and
including related earnings thereon, at least o gefore he or she ceases to be a director @@dhegpany, a director may elect, or may
modify an election that he or she had previouslgen#o receive payment (payable in either casthares of common stock at the
election of the director) of his or her combined®ed Cash Compensation and Awarded Units accantdump sum or in annual
installments from two to fifteen, and he or she rabgct to have such lump sum payment or first ahimséallment made either (1) on the
last business day of the month following terminatior (2) in January of the year following his @r bermination as a director. In the
absence of an election, such payment will begih tie first month of the year following the direcsatermination and will be made in
five annual installments.

(B) Deferred Cash Compensation and Awarded Unifsroer after December 31, 200%Vith respect to Deferred Cash
Compensation and Awarded Units granted, earne@sted after December 31, 2004 (within the meanir®eation 409A), and includir
related earnings thereon, within 30 days of fiexstdiming eligible to participate in this Plan or s account balance plan required to be
aggregated with this Plan under Section 409A, ectlir must elect the timing and form of his or tlistribution (payable in either cash or
shares of common stock at the election of the threof his or her deferred compensation accoumt@ining both Deferred Cash
Compensation and Awarded Units and related earnimeggon); except that for individuals who were, ar will be eligible directors
prior to or as of December 31, 2008, such directbedl make their elections as to the form andrtgrof distribution on or before
December 31, 2008 in accordance with the transititgncontained in IRS Notice 2007-86. Such elextiare permanent and may not be
changed thereafter. The director must elect as to:

0] Timing:
i. to receive the lump sum distribution or firshaal installment on the last business day of thatt@llowing his or her
Separation from Service; or

ii. to receive the lump sum distribution or firstraual installment in the first month of the yedtdwing the director’s
Separation from Service; and

(i) Form:
i. to receive the distribution in a lump sum; or
ii. to receive the distribution in installments fincwo to fifteen.

(i) In the absence of an election, such payments @girbwith the first month of the year following thgecto’s Separatiol
from Service and will be made in five annual instaints.

(C) (i) With respect to all units in the directoescount (containing both Deferred Cash Compensatiol Awarded Units and
related earnings thereon), the amount payablectditector in each instance shall be determinechbliplying the number of units
by the closing market price of the Company’s comrsitmtk on the day prior to the date for paymenherast business day prior to
that date, if the day prior to the date for payniemot a business day.

(i) Where the director receives the balance ofdniber account in annual installments, each imstit shall be a fraction of
the value of the balance of the deferred compessatiedited to the director’'s account either by whinterest or units calculated
under Paragraph 2 hereof, as the case may begeatath of such payment, the numerator of whiclmés(@) and the denominator of
which is the total number of installments remainiadpe paid at that tim



(D) Notwithstanding the foregoing, with respecieferred Cash Compensation and Awarded Units gilaetaned or vested after
December 31, 2004 (within the meaning of Sectiod®Dand including related earnings thereon, distions may not be made to a Key
Employee (as defined in Paragraph 8) upon a Sepafabm Service before the date which is six mgrdfter the date of the Key
Employee’s Separation from Service (or, if earlibg date of death of the Key Employee). Any payisidmat would otherwise be made
during this period of delay shall be accumulated paid on the first day of the seventh month foltaythe director’s Separation from
Service (or, if earlier, the first day of the moiatiter the director’s death).

(E) Notwithstanding the foregoing, with respecDieferred Cash Compensation and Awarded Units gilaetened or vested after
December 31, 2004 (within the meaning of SectiodA0Dand granted, earned and vested as of DeceBih@008, including related
earnings thereon (the “2009 Distribution Amountsi¢ch 2009 Distribution Amounts shall be paid imp sum to the director on July
2009, provided the director files an election tosdowith the Company by December 31, 2008. Suattietes are permanent and may not
be changed after December 31, 2008, and will havsubsequent effect after July 1, 2009.

6. Death.

(A) A director may designate one or more benefiem(which may be an entity other than a naturedq® to receive any payments
to be made upon the director’s death. At any tiame, from time to time, the identity of such beniafig designation may be changed or
canceled by the director without the consent of laeyeficiary. Any such beneficiary designation,rgeor cancellation must be by
written notice filed with the Secretary of the Caanpg and shall not be effective until received by 8ecretary. If a director designates
more than one beneficiary, any payments to suckflméaries shall be made in equal shares unlesditbetor has designated otherwise.
If no beneficiary has been named by the directothe designated beneficiaries have predeceasedtirar, the director’'s beneficiary
shall be the executor or administrator of the does estate.

(B) With respect to Deferred Cash Compensationfamdrded Units granted, earned and vested pricataidry 1, 2005 (within the
meaning of Section 409A), and including relatechgeys thereon, if a director should die before filiyment of all amounts credited to
his or her account, such amounts shall be paidstorther designated beneficiary or beneficiarie®dis or her estate in a single sum
payment to be made as soon as practicable after hisr death.

(C) With respect to Deferred Cash Compensationfamarded Units granted, earned or vested after Dbeerdl, 2004 (within the
meaning of Section 409A), and including relatechgeys thereon, within 30 days of first becomingyiblie to participate in this Plan or
another account balance plan required to be aggegéth this Plan under Section 409A, a directasrelect for his or her designated
beneficiary or beneficiaries to receive the accamniret lump sum payment or installments from twdifteen, provided the elections
(including the election hereunder) are made in |tarce with paragraph 5(B). For individuals who eyerre, or will be eligible directors
prior to or as of December 31, 2008, such directbedl make their election as to the form of digttion for their beneficiary or
beneficiaries on or before December 31, 2008 imm@ance with the transition rule contained in IR&ibe 2007-86. Such elections are
permanent and may not be changed thereafter.

7. The right of a director to any Deferred Cash @ensation or Awarded Units credited to his or lemoant and including related
earnings thereon shall not be subject to assigntmehim or her. If a director does assign his arright to any Deferred Cash Compensatio
Awarded Units credited to his or her account, tioenfany may disregard such assignment and discitargbligation hereunder by making
payment as though no such assignment had been made.

8.  For purposes of this pla

(A) “Key Employee” means an individual who is tredtas a “specified employee” as of his Separatiom fService under Code
section 409A(a)(2)(B)(i), i.e., a key employee datined in Code section 416(i) without regard toagaaph (5) thereof) of the Company
or its affiliates if the Company’s stock is pubjidtaded on an established securities market @raise. Key Employees shall be
determined in accordance with Code section 409AgugiJanuary 1 identification date. A listing ofykEmployees as of an identification
date shall be effective for the 12-month periodbfwing the identification date; and

(B) “Separation from Service” or “Separate(s) fr@@rvice” means a “separation from serviegthin the meaning of Section 409



Exhibit 12

PFIZER INC. AND SUBSIDIARY COMPANIES
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Year Ended December 31
(in millions, except ratios) 2008 2007 2006 2005 2004

Determination of earning:
Income from continuing operations before providiontaxes on income, minori

interests and cumulative effect of a change in aetiog principles $ 9,69/ $9,27¢ $13,02¢ $10,80( $13,40:
Less:

Minority interests 23 42 12 12 7
Income adjusted for minority interes 9,671 9,23¢ 13,01¢ 10,78t  13,39¢
Add:

Fixed charge 647 541 642 622 50¢
Total earnings as define $10,31¢ $9,777 $13,65¢ $11,41( $13,90:
Fixed charges

Interest expense@ $ BH51€ $ 397 $ 48 $ 471 $ 347

Preferred stock dividend3 8 11 14 14 12

Rents© 128 13¢ 14C 137 14¢€

Fixed charge 647 541 642 622 50t

Capitalized interes 46 43 29 17 12
Total fixed charge $ 692 $ 58 $ 671 $ 63¢ $ 517
Ratio of earnings to fixed charg 14.¢ 16.7 20.4 17.€ 26.¢

All financial information reflects the following atiscontinued operations for 2006, 2005 and 2Q@2 Gonsumer Healthcare business;
certain European generics businesses; and for 2004n-vitro allergy and autoimmune diagnosticstitey, and surgical ophthalmics.

@  Interest expense includes amortization of debt pramdiscount and expenses. Interest expense adésafude interest related to
uncertain tax positions of $333 million for 2008338 million for 2007; $200 million for 2006; $203ltion for 2005; and $201 million
for 2004.

®  Preferred stock dividends are from our Series Avedible perpetual preferred stock held by an EipgéoStock Ownership Plan assur
in connection with our acquisition of Pharmaci&003.

©  Rents included in the computation consist of onettbf rental expense, which we believe to be aseovative estimate of an interest
factor in our leases, which are not material.
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Pfizer Inc and Subsidiary Companies

Introduction
Our Financial Review is provided in addition to the accompanying consolidated financial statements and footnotes to assist readers in understanding Pfizer’s results of
operations, financial condition and cash flows. The Financial Review is organized as follows:

« Overview of Our Performance and Operating Environment . This section provides information about the following: our business; our 2008 performance; our operating
environment and response to key opportunities and challenges; our cost-reduction initiatives; our strategic initiatives, such as significant licensing and new business
development transactions, as well as the disposition of our Consumer Healthcare business in December 2006; and our expectations for 2009.

* Accounting Policies . This section, beginning on page 13, discusses those accounting policies that we consider important in understanding Pfizer's consolidated financial
statements. For additional accounting policies, see Notes to Consolidated Financial Statements— Note 1. Significant Accounting Policies .

« Analysis of the Consolidated Statement of Income . This section, beginning on page 17, provides an analysis of our revenues and products for the three years ended
December 31, 2008, including an overview of important product developments; a discussion about our costs and expenses; and a discussion of Adjusted income, which is
an alternative view of performance used by management.

« Financial Condition, Liquidity and Capital Resources . This section, beginning on page 34, provides an analysis of our consolidated balance sheet as of December 31,
2008 and 2007, and consolidated cash flows for each of the three years ended December 31, 2008, 2007 and 2006, as well as a discussion of our outstanding debt and
commitments that existed as of December 31, 2008. Included in the discussion of outstanding debt is a discussion of the amount of financial capacity available to help fund
Pfizer’s future activities.

* New Accounting Standards . This section, beginning on page 39, discusses accounting standards that we have recently adopted, as well as those that have been recently
issued, but not yet adopted by us. For those standards that we have not yet adopted, we have included a discussion of the expected impact to Pfizer, if known.

« Forward-Looking Information and Factors That May Affect Future Results . This section, beginning on page 40, provides a description of the risks and uncertainties that
could cause actual results to differ materially from those discussed in forward-looking statements presented in this Financial Review relating to our financial results,
operations and business plans and prospects. Such forward-looking statements are based on management’s current expectations about future events, which are
inherently susceptible to uncertainty and changes in circumstances. Also included in this section are discussions of Financial Risk Management and Legal Proceedings
and Contingencies.

Overview of Our Performance and Operating Environme  nt

Our Business

We are a global, research-based company applying innovative science to improve world health. Our efforts in support of that purpose include the discovery, development,
manufacture and marketing of safe and effective medicines; the exploration of ideas that advance the frontiers of science and medicine; and the support of programs
dedicated to illness prevention, health and wellness, and increased access to quality healthcare. Our value proposition is to demonstrate that our medicines can safely and
effectively prevent and treat disease, including the associated symptoms and suffering, and can form the basis for an overall improvement in healthcare systems and their
related costs. Our revenues are derived from the sale of our products, as well as through alliance agreements, under which we co-promote products discovered by other
companies.

Our Pharmaceutical segment represented approximately 91% of our total revenues in 2008 and, therefore, developments relating to the pharmaceutical industry can have a
significant impact on our operations.

On January 26, 2009, we announced that we have entered into a definitive merger agreement under which we will acquire Wyeth in a cash-and-stock transaction valued on
that date at $50.19 per share, or a total of $68 billion. The Boards of Directors of both Pfizer and Wyeth have approved the transaction. Under the terms of the merger
agreement, each outstanding share of Wyeth common stock will be converted into the right to receive $33 in cash and 0.985 of a share of Pfizer common stock, subject to
adjustment as set forth in the merger agreement. Based on the closing price of our stock on January 23, 2009, the last trading day prior to our announcement on January 26,
the stock component was valued at $17.19 per share. We expect the transaction will close at the end of the third quarter or during the fourth quarter of 2009, subject to Wyeth
shareholder approval, governmental and regulatory approvals, the satisfaction of conditions related to the debt financing for the transaction, and other usual and customary
closing conditions.

Our 2008 Performance

In 2008, our revenues and net income were essentially flat when compared with 2007; however, there were significant events and factors impacting almost all income
statement elements. Overall, our 2008 performance reflects the solid contributions of our in-line patent-protected products not impacted by loss of exclusivity; the negative
impact of products that have lost exclusivity in the U.S.; the favorable impact of foreign exchange; certain charges related to agreements and to agreements in principle to
resolve certain legal matters; the impact of acquisitions; and the positive impact of our cost-reduction initiatives.

In 2008, we continued to face an extremely competitive environment for all of our products.
The details of our 2008 performance follow:
* Revenues of $48.3 billion were essentially flat compared to 2007, due primarily to:

o the favorable impact of foreign exchange, which increased revenues by approximately $1.6 billion in 2008;
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O an aggregate year-over-year increase in revenues from products launched since 2006; and
o the solid aggregate performance of the balance of our broad portfolio of patent-protected medicines,

offset by:

o the impact of loss of U.S. exclusivity on Norvasc in March 2007 and Camptosar in February 2008; and
o the impact of loss of U.S. exclusivity and cessation of selling of Zyrtec/Zyrtec D in January 2008.

Norvasc, Camptosar and Zyrtec/Zyrtec D collectively experienced a decline in revenues of about $2.6 billion in 2008 compared to 2007. The significant product and alliance
revenue impacts on revenues for 2008, compared to 2007, are as follows:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 % CHANGE
Sutent @ $ 847 $ 581 46
Lyrica 2,573 1,829 41
Zyvox 1,115 944 18
Geodon/Zeldox 1,007 854 18
Viend 743 632 18
Viagra 1,934 1,764 10
Celebrex 2,489 2,290 9
Zyrtec/Zyrtec D ® 129 1,541 (92)
Camptosar (0) 563 969 (42)
Norvasc ©) 2,244 3,001 (25)
Chantix/Champix @ 846 883 4)
Lipitor (¢) 12,401 12,675 @)
Alliance revenues 2,251 1,789 26

@sutent is a new product that was launched since 2006.

(b)Zyrtec/Zyrtec D lost U.S. exclusivity in late January 2008, at which time we ceased selling this product. Camptosar lost U.S. exclusivity in February 2008.
(©Norvasc lost U.S. exclusivity in March 2007.

(d)Chantix/Champix is a new product that was launched since 2006. U.S. prescription trends and revenues have declined following the changes to its U.S. label during 2008.

(e)Lipitor has been impacted by competitive pressures and other factors.

As of September 30, 2008, our portfolio of medicines included nine medicines that led their therapeutic areas based on revenues. (See further discussion in the “Analysis of
the Consolidated Statement of Income” section of this Financial Review.)

« Certain Charges

o Bextra and Certain Other Investigations

In January 2009, we entered into an agreement in principle with the U.S. Department of Justice to resolve the previously reported investigation regarding allegations of
past off-label promotional practices concerning Bextra, as well as certain other open investigations. In connection with these actions, in the fourth quarter of 2008, we
recorded a charge of $2.3 billion, pre-tax and after-tax, in Other (income)/deductions — net and such amount is included in Other current liabilities .

See Notes to Consolidated Financial Statements— Note 19D. Legal Proceedings and Contingencies: Government Investigations and Requests for Information .

o Certain Product Litigation — Celebrex and Bextra

In October 2008, we reached agreements in principle to resolve the pending U.S. consumer fraud purported class action cases and more than 90% of the known U.S.

personal injury claims involving Celebrex and Bextra, and we reached agreements to resolve substantially all of the claims of state attorneys general primarily relating to

alleged Bextra promotional practices. In connection with these actions, in the third quarter of 2008, we recorded aggregate litigation-related charges of approximately
$900 million, pre-tax, in Other (income)/deductions—net . Virtually all of this amount is included in Other current liabilities . Although we believe that we have insurance
coverage for a portion of the proposed personal injury settlements, no insurance recoveries have been recorded.

We believe that the charges related to personal injury claims will be sufficient to resolve all known U.S. personal injury claims, including those not being settled at this
time. However, additional charges may have to be taken in the future in connection with certain pending claims and unknown claims relating to Celebrex and Bextra.

See Notes to Consolidated Financial Statements— Note 19B. Legal Proceedings and Contingencies: Product Litigation for a discussion of recent developments with
respect to litigation related to Celebrex and Bextra.
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o Adjustment of Prior Years’ Liabilities for Product Returns

.

[©]

(o]

(o]

Revenues in 2008 include a reduction of $217 million, pre-tax, to adjust our prior years' liabilities for product returns. After a detailed review in 2008 of our returns
experience, we determined that our previous accounting methodology for product returns needed to be revised, as the lag time between product sale and return was
actually longer than we had previously assumed. Although fully recorded in the third quarter of 2008, virtually all of the adjustment relates back several years. We have
also reviewed our expense calculations for the prior years and determined that the expense recorded in those years was not materially different from what would have
been recorded under our revised approach.

Exubera

In the third quarter of 2007, we exited Exubera, an inhalable form of insulin for the treatment of diabetes. Total pre-tax charges in 2007 were $2.8 billion and were
included primarily in Cost of sales ($2.6 billion), Selling, informational and administrative expenses ($85 million), and Research and development expenses ($100
million). The charges comprised asset write-offs of $2.2 billion (intangibles, inventory and fixed assets) and other exit costs, primarily severance, contract and other
termination costs. As of December 31, 2008, the remaining accrual for other exit costs is approximately $152 million. Substantially all of this cash spending is expected to
be completed in 2009. See Notes to Consolidated Financial Statements— Note 4D. Certain Charges: Exubera .

Acquisitions—We completed a number of strategic acquisitions that we believe will strengthen and broaden our existing pharmaceutical capabilities. In 2008, we acquired
Serenex Inc. (Serenex), a privately held biotechnology company with SNX-5422 and an extensive Hsp90 inhibitor compound library; Encysive Pharmaceuticals Inc.
(Encysive), a biopharmaceutical company with the pulmonary arterial hypertension product, Thelin; CovX, a privately held biotherapeutics company specializing in
preclinical oncology and metabolic research; Coley Pharmaceuticals, Inc. (Coley), a biopharmaceutical company specializing in vaccines and drug candidates designed to
fight cancers, allergy and asthma disorders, and autoimmune diseases; a number of animal health product lines in Europe from Schering-Plough Corporation (Schering-
Plough); and two smaller acquisitions also related to Animal Health. (See further discussion in the “Our Strategic Initiatives—Strategy and Recent Transactions:
Acquisitions, Licensing and Collaborations” section of this Financial Review.)

Cost-reduction initiatives—We made significant progress with our cost-reduction and transformation initiatives, launched in early 2005, which are a broad-based, company-
wide effort to improve performance and efficiency. In 2008, we exceeded our cost-reduction goal by reducing adjusted total costs by $2.8 billion, compared to 2006, on a
constant currency basis (the actual foreign exchange rates in effect during 2006). In January 2009, we announced a new cost-reduction initiative that we anticipate will
drive a lower, more variable cost structure to achieve a reduction in adjusted total costs of approximately $3 billion, based on the actual foreign exchange rates in effect
during 2008, by the end of 2011, compared with our 2008 adjusted total costs. We plan to reinvest approximately $1 billion of these savings in the business, resulting in an
expected $2 billion net decrease. Reductions will span sales, manufacturing, research and development, and administrative organizations. (See further discussion in the
“Our Cost-Reduction Initiatives” section of this Financial Review.) We incurred related costs of approximately $4.2 billion in 2008, $3.9 billion in 2007 and $2.1 billion in
2006. (For an understanding of Adjusted income, see the “Adjusted income” section of this Financial Review).

Income from continuing operations was $8.0 billion compared to $8.2 billion in 2007. The decrease reflected the following:

a $2.3 billion, pre-tax and after-tax, charge resulting from an agreement in principle with the U.S. Department of Justice to resolve the previously reported investigation
regarding allegations of past off-label promotional practices concerning Bextra, as well as certain other open investigations, and a $640 million after-tax charge related to
agreements and agreements in principle to resolve certain non-steroidal anti-inflammatory drugs (NSAID) litigation and claims;

higher Acquisition-related in-process research and development charges (IPR&D). In 2008, we incurred IPR&D of $633 million, pre-tax, primarily related to our
acquisitions of Serenex, Encysive, CovX, Coley, and a number of animal health product lines from Schering-Plough, as well as two smaller acquisitions also related to
Animal Health, compared with IPR&D of $283 million, pre-tax, in 2007, primarily related to our acquisitions of BioRexis Pharmaceutical Corp. (BioRexis) and Embrex,
Inc. (Embrex);

the up-front payment of $225 million to Medivation, Inc. (Medivation) in connection with our collaboration to develop and commercialize Dimebon and the up-front
payment of $75 million to Auxilium Pharmaceuticals, Inc. (Auxilium) in connection with our collaboration to develop and commercialize Xiaflex;

a higher effective income tax rate, despite the tax benefits in 2008 related to favorable effectively settled tax issues and the sale of one of our biopharmaceutical
companies (Esperion Therapeutics, Inc.); and

lower interest income compared to 2007, due primarily to lower average net financial assets during 2008 as compared to 2007, reflecting proceeds of $16.6 billion from
the sale of our Consumer Healthcare business in December 2006, and lower interest rates,

partially offset by:

(o]

[©]

.

lower asset impairment charges, primarily due to $1.8 billion, after-tax, in 2007 related to our decision to exit Exubera;

the favorable impact of foreign exchange;

savings related to our cost-reduction initiatives; and

a payment recorded in 2007 to Bristol-Myers Squibb Company (BMS) in connection with our collaboration to develop and commercialize apixaban.

Discontinued operations—net of tax were a gain of $78 million in 2008, compared with a loss of $69 million in 2007. (See further discussion in the “Our Strategic
Initiatives—Strategy and Recent Transactions: Dispositions” section of this Financial Review.)
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Our Operating Environment and Response to Key Oppor  tunities and Challenges

Despite the challenging financial markets, Pfizer maintains a strong financial position. We have a strong balance sheet and excellent liquidity that provides us with financial
flexibility. Our long-term debt is rated high quality and investment grade by both Standard & Poor’s and Moody’s Investors Services. As market conditions change, we
continue to monitor our liquidity position. We have and will continue to take a conservative approach to our investments. Both short-term and long-term investments consist
primarily of high-quality, highly liquid, well-diversified, investment-grade available-for-sale debt securities. As a result, we continue to believe that we have the ability to meet
our financing needs for the foreseeable future. (For further discussion of our financial condition, see the "Financial Condition, Liquidity and Capital Resources” section of this
Financial Review.)

We and our industry continue to face significant challenges in a profoundly changing business environment, and we are taking steps to fundamentally change the way we run
our businesses to meet these challenges, as well as to take advantage of the diverse and attractive opportunities that we see in the marketplace. In response to these
challenges and opportunities, we are progressing on “our path forward” strategies for growth:

*« Maximize revenues;
« Establish a more flexible cost base; and
* Innovate our business model.

For details about our strategic initiatives, see the “Our Strategic Initiatives—Strategy and Recent Transactions” section of this Financial Review, and for details about our cost-
reduction initiatives, see the “Our Cost-Reduction Initiatives” section of this Financial Review.

There are a number of industry-wide factors that may affect our business and they should be considered along with the information presented in the “Forward-Looking
Information and Factors That May Affect Future Results” section of this Financial Review. Such industry-wide factors include pricing and access, intellectual property rights,
product competition, the regulatory environment, pipeline productivity and the changing business environment. In addition to industry-specific factors, we, like other
businesses, face the potential effects of the global economic recession. We cannot predict what impacts recent economic and financial market developments may have on our
results of operations. Such developments could, among other things, result in lower usage of our products and additional pricing pressures as payers seek to lower their costs.
We continue to monitor our financial investments, key customers, suppliers, accounts receivable and credit risk. We believe we have the ability to meet our product
manufacturing and distribution needs. Excluding the proposed acquisition of Wyeth, recent declines in our stock price could inhibit our ability to use equity for acquisitions (see
further discussion in the “Our Strategic Initiatives—Strategy and Recent Transactions: Acquisitions, Licensing and Collaborations” section of this Financial Review). In
addition, further declines in our stock price could trigger an impairment of goodwill.

Agreement to Acquire Wyeth

On January 26, 2009, we announced that we have entered into a definitive merger agreement under which we will acquire Wyeth in a cash-and-stock transaction valued on
that date at $50.19 per share, or a total of $68 billion. (See further discussion in the “Our Strategic Initiatives—Strategy and Recent Transactions: Acquisitions, Licensing and
Collaborations” section of this Financial Review for details relating to this transaction.)

We believe that the combination of Pfizer and Wyeth will create the world’s premier biopharmaceutical company. The combined entity will be one of the most diversified in the
industry and will benefit from complementary patient-centric units. We believe that, in a single transaction, the combination will meaningfully deliver on our strategic priorities,
including the following:

« Enhancing the in-line and pipeline patent-protected portfolio in key “Invest to Win” disease areas, such as Alzheimer’s disease, inflammation, oncology, pain and
psychosis;

« Becoming a top-tier player in biotherapeutics and vaccines;
« Accelerating growth in emerging markets;

« Creating new opportunities for established products;

« Investing in complementary businesses; and

« Creating a lower, more flexible cost base.

Pricing and Access

We believe that our medicines provide significant value for both healthcare providers and patients, not only from the improved treatment of diseases, but also from a reduction
in other healthcare costs such as hospitalization or emergency room costs, as well as in improvements in health, wellness and productivity. Notwithstanding the benefits of our
products, the pressures from governments and other payer groups are continuing and increasing. These pressure points can include price controls, price cuts (directly or by
rebate actions) and regulatory changes that limit access to certain medicines.
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Governments around the world continue to seek discounts on our products, either by leveraging their significant purchasing power or by mandating prices or implementing
various forms of price controls. The growing power of managed care organizations in the U.S. has similarly increased the pressure on pharmaceutical prices and access.

In the U.S., the enactment of the Medicare Prescription Drug Improvement and Modernization Act of 2003 (the Medicare Act), which went into effect in 2006, expanded
access to medicines for Medicare beneficiaries. This program has been successfully implemented, with high levels of beneficiary satisfaction and lower-than-expected
costs to the government and to beneficiaries due to the enhanced purchasing power of health plans in the private sector that enables negotiation on behalf of Medicare
beneficiaries. Despite this success, the exclusive role of private sector health plans in negotiating prices for the Medicare drug benefit remains controversial and legislative
changes have been proposed to allow the Federal government to directly negotiate prices with pharmaceutical manufacturers. While expanded access under the Medicare
Act has resulted in increased use of our products, the substantial purchasing power of health plans that negotiate on behalf of Medicare beneficiaries has increased the
pressure on prices. It is expected that if legislation were enacted to provide for direct Federal government negotiation in the Medicare prescription drug program, access to
and reimbursement for our products would be restricted.

In response to cost concerns by payers, utilization of generics is increasing as a percentage of total pharmaceutical use, especially in the U.S. Payers are also selectively
sponsoring campaigns designed to interchange generic products for molecularly dissimilar branded products within a therapeutic category.

Consumers have become aware of global price differences that result from price controls imposed by certain governments and some have become more vocal about their
desire that governments allow the sourcing of medicines across national borders. In the U.S., there have been a number of legislative proposals to permit importation of
medicines, despite the increased risk of receiving inferior, counterfeit products. The Secretaries of Health and Human Services in both the Clinton and Bush
Administrations declined to certify under current law that importation of medicines is safe and saves money. If the new Secretary of Health and Human Services were to
certify that importation is safe and does save money, an increase in cross-border trade in medicines subject to foreign price controls in other countries could occur.

Pharmaceutical promotion is highly regulated in most markets around the world. In the U.S., there is growing interest at both the Federal and state level in further
restricting marketing communications and increasing the level of disclosure of marketing activities.

A growing number of health systems in markets around the world are employing cost effectiveness evaluations and using their findings to help inform pricing and access
decisions, especially for newly introduced biopharmaceutical products. In the U.S., there is growing interest by government and private payers in adopting comparative
clinical effectiveness methodologies. While comparative clinical effectiveness research may enhance our ability to demonstrate the value of our products, it is also possible
that comparative effectiveness research could be implemented in a manner designed to focus on cost, minimize therapeutic differences and restrict access to innovative
medicines.

Our response:

We will continue to work within the current legal and pricing structures, as well as continue to review our pricing arrangements and contracting methods with payers, to
maximize access to patients and minimize the impact on our revenues.

We will continue to actively engage patients, physicians and payers in dialogues about the value of our products and how we can best work with them to prevent and treat
disease, and improve outcomes.

We will continue to encourage payers to work with us early in the development process to ensure that our approved products will deliver the value expected by those
payers.

We will continue to be a constructive force in helping to shape healthcare policy and regulation of our products. In particular, we are actively working to support health
reform in the U.S. in a way that expands coverage for all Americans (with public subsidies and private sector delivery), improves quality and provides value to patients.

On February 10, 2009, we announced plans to make publicly available our compensation of U.S. healthcare professionals for consulting, speaking engagements and
clinical trials. This disclosure will include payments made to practicing U.S. physicians and other healthcare providers, as well as principal investigators, major academic
institutions and research sites for clinical research. We plan to publish our first annual update on our website in early 2010.

Intellectual Property Rights

Our business model is highly dependent on intellectual property rights, primarily in the form of government-granted patent rights, and on our ability to enforce and defend
those rights around the world.

Intellectual property legal protections and remedies are a significant factor in our business. Many of our products are protected by a wide range of patents, such as
composition-of-matter patents, compound patents, patents covering processes and procedures and/or patents issued for additional indications or uses. As such, many of
our products have multiple patents that expire at varying dates, thereby strengthening our overall patent protection. However, once patent protection has expired or been
lost prior to the expiration
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date as the result of a legal challenge, generic pharmaceutical manufacturers generally produce similar products and sell those products for a lower price. This price
competition can substantially decrease our revenues for products that lose exclusivity, often in a very short period. In the U.S., substantial revenue declines occur in the first
year after patent expiration. Revenues in many international markets do not have the same sharp decline compared to the U.S. in the first year after loss of exclusivity, due
to less restrictive policies on generic substitution, different competitive dynamics, and less intervention by government/payers in physician decision-making, among other
factors.

The loss of patent protection with respect to any of our major products can have a material adverse effect on future revenues and our results of operations. As mentioned
above, our performance in 2008 was significantly impacted by our loss of U.S. exclusivity for Norvasc in March 2007 and Camptosar in February 2008. Further, we
experienced a substantial adverse impact on our 2008 performance from the loss of U.S. exclusivity for Zyrtec/Zyrtec D in late January 2008, at which time we ceased
selling this product. These three products represented 6% of our total revenues and 1% of our total U.S. revenues for the year ended December 31, 2008, and 11% of our
total revenues and 12% of our total U.S. revenues for the year ended December 31, 2007. Revenues in the U.S. contributed approximately 42% of our total revenues in
2008, 48% of our total revenues in 2007 and 53% of our total revenues in 2006.

Patents covering our products are also subject to legal challenges. Increasingly, generic pharmaceutical manufacturers are launching products that are under legal
challenge for patent infringement before the final resolution of the associated legal proceedings—called an “at-risk” launch. The success of any of these “at-risk”
challenges could significantly impact our revenues and results of operations. Generic manufacturers are also advancing increasingly novel interpretations of patent law to
establish grounds for legal challenges to branded patents.

There is a continuing disparity in the recognition and enforcement of intellectual property rights among countries worldwide. Organizations such as the World Trade
Organization (WTO), under the WTO Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS), have been instrumental in educating governments
about the long-term benefits of strong patent laws. However, certain activists have challenged the pharmaceutical industry’s position in developing markets.

The integrity of our products is subject to an increasingly predatory atmosphere, as seen in the growing problem of counterfeit drugs. These drugs can harm patients
through a lack of active ingredients, the inclusion of harmful components or improper accompanying packaging. Our ability to work with law enforcement to successfully
counter these dangerous criminal activities will have an impact on our revenues and results of operations.

Our response:

We will continue to aggressively defend our patent rights against increasingly aggressive infringement whenever appropriate. (See also Notes to Consolidated Financial
Statements— Note 19. Legal Proceedings and Contingencies ).

We will continue to participate in the generics market for our products, whenever appropriate, once they lose exclusivity.

We will continue to take actions to deliver more products of greater value more quickly. (See further discussion in the “Regulatory Environment and Pipeline Productivity”
section of this Financial Review.)

We will continue to support efforts that strengthen worldwide recognition of patent rights, while taking necessary steps to ensure appropriate patient access.

We will continue to employ innovative approaches to prevent counterfeit pharmaceuticals from entering the supply chain and to achieve greater control over the distribution
of our products.

Product Competition

Some of our products face competition in the form of generic drugs or new branded products, which treat similar diseases or indications. For example, we lost U.S. exclusivity
for Norvasc in March 2007 and Camptosar in February 2008 and, as expected, significant revenue declines followed. Lipitor began to face competition in the U.S. from
generic pravastatin (Pravachol) and generic simvastatin (Zocor) in 2006, in addition to other competitive pressures. The volume of patients who start on or switch to generic
simvastatin continues to negatively impact Lipitor prescribing trends, particularly in the managed-care environment.

Our response:

.

We will continue to highlight the benefits of our products, in terms of cost, safety and efficacy, as appropriate, as we seek to serve significantly more patients around the
world. (For detailed information about Lipitor and other significant products, see further discussion in the “Revenues—Pharmaceutical—Selected Product Descriptions”
section of this Financial Review.)

We took a broad look at our business model and examined it from all angles. We have evolved our Pharmaceutical operations into smaller, more focused units to
anticipate and respond more quickly to our customers’ and patients’ changing needs. With the formation of the Primary Care, Specialty Care, Established Products,
Oncology and Emerging Markets units, we believe we can better manage our products’ growth and development throughout their entire time on the market; bring
innovation to our “go to market” promotional and commercial strategies; develop ways to further enhance the value of mature products, including those close to losing their
exclusivity; expand our already substantial presence in emerging markets, and create product-line extensions where feasible.
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Regulatory Environment and Pipeline Productivity

The discovery and development of safe, effective new products, as well as the development of additional uses for existing products, are necessary for the continued strength
of our businesses.

.

.

We are confronted by increasing regulatory scrutiny of drug safety and efficacy even as we continue to gather safety and other data on our products, before and after the
products have been launched.

The opportunities for improving human health remain abundant as scientific innovation increases daily into new and more complex areas and as the extent of unmet
medical needs remains high.

Our product lines must be replenished over time in order to offset revenue losses when products lose their exclusivity, as well as to provide for growth.

Our response:

.

.

As the world’s largest privately funded biopharmaceutical operation, and through our global scale, we will continue to develop and deliver innovative medicines that will
benefit patients around the world. We will continue to make the investments necessary to serve patients’ needs and to generate long-term growth. For example:

o We have taken important steps to prioritize our research and development portfolio to maximize value. After a review of all our therapeutic areas, in 2008, we announced

our decision to exit certain disease areas—anemia, atherosclerosis/hyperlipidemia, bone health/frailty, gastrointestinal, heart failure, liver fibrosis, muscle, obesity,
osteoarthritis (disease modifying concepts only) and peripheral arterial disease—and give higher priority to the following disease areas: Alzheimer’s disease, diabetes,
inflammation/immunology, oncology, pain and psychoses (schizophrenia). We also will continue to work in many other disease areas, such as asthma, chronic
obstructive pulmonary disorder, genitourinary, infectious diseases, ophthalmology, smoking cessation, thrombosis and transplant, among others. These decisions did not
affect our portfolio of marketed products, the development of compounds currently in Phase 3 or any launches planned over the next three years.

o We continue to review our products for potential new indications and submit them for regulatory review. For example, in 2008, we submitted a supplemental filing for a

pediatric indication to the U.S. Food and Drug Administration (FDA) for Geodon. (For further information about our pending new drug applications (NDAs) and
supplemental filings, see further discussion in the “Revenues—Major Pharmaceutical Products—Product Developments” section of this Financial Review.)

o We continue to conduct research on a significant scale that can help redefine medical practice. As of December 31, 2008, our R&D pipeline includes 106 projects in

development: 84 new molecular entities and 22 product-line extensions. They span multiple therapeutic areas, and we are leveraging our status as the industry’s partner
of choice to expand our licensing operations. In addition, we have more than 170 projects in discovery research. During 2008, 11 new compounds were advanced from
discovery research into preclinical development, 26 preclinical development candidates progressed into Phase 1 human testing and 19 Phase 1 clinical development
candidates advanced into Phase 2 proof-of-concept trials and safety studies.

We will continue to focus on reducing attrition as a key component of our R&D productivity improvement effort. For several years, we have been revising the quality
hurdles for candidates entering development, as well as throughout the development process. As the quality of candidates has improved, the development attrition rate
has begun to fall. Three new molecular entities and multiple new indication programs for in-line products advanced into Phase 3 development during 2008. We expect 15
to 20 new molecular entities and new indication programs to advance to Phase 3 during the 2008-2009 period.

While a significant portion of R&D is done internally, we will continue to seek to expand our pipeline by entering into agreements with other companies to develop, license
or acquire promising compounds, technologies or capabilities. Collaboration, alliance and license agreements and acquisitions allow us to capitalize on these compounds
to expand our pipeline of potential future products.

Due to our strength in marketing and our global reach, we are able to attract other organizations that may have promising compounds and that can benefit from our
strength and skills. We have more than 400 alliances across the entire spectrum of the discovery, development and commercialization process.

In 2008, we entered into an agreement with Medivation to develop and commercialize Dimebon, Medivation’s investigational drug for treatment of Alzheimer’s disease
and Huntington’s disease, and Auxilium, to develop and commercialize Xiaflex, a novel, late-stage biologic, for the treatment of Dupuytren’s contracture and Peyronie’s
disease, in addition to other collaboration agreements. (See further discussion in the “Our Strategic Initiatives—Strategy and Recent Transactions: Acquisitions,
Licensing and Collaborations” section of this Financial Review.)

We recognize that our core strength with small molecules must be complemented by large molecules, as they involve some of the most promising R&D technology and
cutting-edge science in medical research. We will expand our internal capabilities in biologics through business development where attractive opportunities become
available. In January 2009, we announced that we have entered into a definitive merger agreement to acquire Wyeth, a leader in biotherapeutics and vaccines. In 2008,
we acquired Encysive, a biopharmaceutical company, whose main product (Thelin) is for the treatment of pulmonary arterial hypertension. For further discussion of these
and other acquisitions we have made in biologics, see the “Our Strategic Initiatives—Strategy and Recent Transactions: Acquisitions, Licensing and Collaborations”
section of this Financial Review.

The acquisitions of Coley in 2008 and PowderMed Ltd. (PowderMed) in 2006 are enabling us to explore vaccines across various therapeutic areas using the acquired
vaccine technology and delivery device. (See further discussion in the “Our Strategic Initiatives—Strategy and Recent Transactions: Acquisitions, Licensing and
Collaborations” section of this Financial Review.)

Our goal is to have a total of 24 to 28 programs in Phase 3 development by the end of 2009 and to make 15 to 20 regulatory submissions during 2010 through 2012.
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Changing Business Environment for Our Industry

With the business environment changing rapidly, as described above, we recognize that we must also fundamentally change the way we run our company to meet those
challenges.

As a result, we will:

Continue to streamline our company to reduce bureaucracy and enable us to move quickly.
Continue to restructure our cost base to drive efficiencies and enable greater agility and operating flexibility.

Continue to evolve our research organization. We have organized our research teams around therapeutic areas, each with a Chief Scientific Officer who is accountable for
the decisions within his or her portfolio.

Continue to revitalize our internal R&D approach. We are focusing our efforts to improve productivity and give discovery and development teams more flexibility and
clearer goals, by exiting certain disease areas, such as anemia, atherosclerosis/hyperlipidemia, bone health/frailty, gastrointestinal, heart failure, liver fibrosis, muscle,

obesity, osteoarthritis (disease modifying concepts only) and peripheral arterial disease, and giving higher priority to certain other disease areas, such as Alzheimer’s
disease, diabetes, inflammation/immunology, oncology, pain and psychoses (schizophrenia).

Continue to develop patient-centric areas of focus within our Pharmaceutical business through our Primary Care, Specialty Care, Oncology, Established Products and
Emerging Markets units.

Continue to focus on business development. We have thoroughly assessed every therapeutic area, looked at gaps we have identified and accelerated programs we
already have. We are also developing opportunistic strategies concerning the best products, product candidates and technologies.

Seek complementary opportunities in products and technologies that have the potential to leverage our capabilities and are aligned with our goals of improving health.

Continue to address the wide array of patient populations through our innovative access and affordability programs.

See further discussion in the “Our Cost-Reduction Initiatives” section of this Financial Review.

In addition to the above challenges and opportunities, we believe that there are other opportunities for revenue generation for our products, including:

Current demographics of developed countries indicate that people are living longer and, therefore, have a growing demand for high-quality healthcare, and the most
effective medicines.

Revising our commercial model, where appropriate, to better engage physicians and customers.

The large number of patients within our various therapeutic categories that are untreated. For example, of the tens of millions of Americans who need medical therapy for
high cholesterol, we estimate only about 35% are actually receiving treatment.

Refocusing the debate on health policy to address the cost of disease that remains untreated and the benefits of investing in prevention and wellness to not only improve
health, but save money.

Developing medicines that meet medical needs; that patients will take; that physicians will prescribe; that customers will pay for; and that add the most value for Pfizer.

Stepping up our focus and investments in emerging markets by developing strategies in areas, especially Eastern Europe and Asia, where changing demographics and
economics will drive growing demand for high-quality healthcare and offer the best potential for our products.

Worldwide emphasis on the need to find solutions to difficult problems in healthcare systems.

Our Cost-Reduction Initiatives

During 2008, we completed the cost-reduction and transformation initiatives which were launched in early 2005, broadened in October 2006 and expanded in January 2007.
These initiatives were designed to increase efficiency and streamline decision-making across the company and change the way we run our business to meet the challenges of
a changing business environment, as well as take advantage of the diverse opportunities in the marketplace.

We have generated net cost reductions through site rationalization in R&D and manufacturing, streamlining organizational structures, sales force and staff function reductions,
and increased outsourcing and procurement savings. These and other actions have allowed us to reduce costs in support services and facilities. These and other initiatives
are discussed below.
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During 2008, we achieved a reduction of about $1.6 billion in the Selling, informational and administrative expenses (SI&A) pre-tax component of Adjusted income compared
to 2006, on a constant currency basis (the actual foreign exchange rates in effect in 2006). In 2008 and 2007, we achieved a total net reduction of the pre-tax total expense
component of Adjusted income of $2.8 billion, compared to 2006 on a constant currency basis (the actual foreign exchange rates in effect in 2006). (For an understanding of
Adjusted income, see the “Adjusted Income” section of this Financial Review.) These cost reductions have been achieved despite inflation and compensation increases over
the period.

On January 26, 2009, we announced the implementation of a new cost-reduction initiative that we anticipate will achieve a reduction in adjusted total costs of approximately
$3 billion, based on the actual foreign exchange rates in effect during 2008, by the end of 2011, compared with our 2008 adjusted total costs. We expect that this program will
be completed by the end of 2010, with full savings to be realized by the end of 2011. We plan to reinvest approximately $1 billion of these savings in the business, resulting in
an expected $2 billion net decrease compared to our 2008 adjusted total costs. (For an understanding of Adjusted income, see the “Adjusted income” section of this Financial
Review.)

As part of this new cost-reduction initiative, we intend to reduce our total worldwide workforce by approximately 10%. Reductions will span sales, manufacturing, research and
development, and administrative organizations. We expect to incur costs related to this new cost-reduction initiative of approximately $6 billion, pre-tax, of which $1.5 billion
was recorded in 2008.

Projects in various stages of implementation include:
Pfizer Global Research and Development (PGRD)—

« Creating a More Agile and Productive Organization —In January 2009, we announced that we plan to reduce our global research staff. We expect these reductions, which
are part of the planned 10% total workforce reduction discussed above, will be completed during 2009.

After a review of all our therapeutic areas, in 2008, we announced our decision to exit certain disease areas—anemia, atherosclerosis/hyperlipidemia, bone health/frailty,
gastrointestinal, heart failure, liver fibrosis, muscle, obesity, osteoarthritis (disease modifying concepts only) and peripheral arterial disease—and give higher priority to the
following disease areas: Alzheimer's disease, diabetes, inflammation/immunology, oncology, pain and psychoses (schizophrenia). We also will continue to work in many
other disease areas, such as asthma, chronic obstructive pulmonary disorder, genitourinary, infectious diseases, ophthalmology, smoking cessation, thrombosis and
transplant, among others. With a smaller, more focused research portfolio, we will be able to devote our resources to the most valuable opportunities. These decisions did
not affect our portfolio of marketed products, the development of compounds currently in Phase 3 or any launches planned over the next three years.

In 2007, we consolidated each research therapeutic area into a single site and focused our research network by closing R&D sites. Since then, we have ceased
pharmaceutical R&D operations in six sites that were previously identified for exit by PGRD: Mumbai, India; Plymouth Township, Michigan; Ann Arbor, Michigan;
Kalamazoo, Michigan; Nagoya, Japan; and Amboise, France. The facilities in Mumbai, Plymouth Township and downtown Kalamazoo have been disposed of. We are under
contract for sale of the entire Ann Arbor campus, with an anticipated closing in mid-2009. In mid-2008, the former Pfizer R&D site in Nagoya became the base of operations
of an R&D spin-off in which Pfizer retains a small interest. R&D operations in Amboise have ceased and decommissioning of the R&D site is now underway.

We continue to focus on reduced cycle time and improved compound survival in the drug discovery and development process. Notable cycle time improvements have been
demonstrated in the period from Compound Selection to the start of Phase 1. In addition, over the next two years, we expect to see a 25% to 33% reduction in cycle time in
the period from Final Approved Protocol to Last Subject-First Visit, as new processes and procedures are adopted for newly initiated Phase 2, 3 and 4 clinical trials. In the
past couple of years, a number of steps have been taken to improve compound survival, such as rigorous analyses of the successful and unsuccessful projects in the entire
portfolio to ensure that results are captured and applied to on-going programs and to portfolio decisions.

Pfizer Global Manufacturing (PGM)—

* Supply Network Transformation —To ensure that our manufacturing facilities are aligned with current and future product needs, we are continuing to optimize Pfizer's
network of plants. We have focused on innovation and delivering value through a simplified supply network. Since 2005, 34 sites have been identified for rationalization. In
addition, there have been extensive consolidations and realignments of operations resulting in streamlined operations and staff reductions.

We are moving our global manufacturing network into a global strategic supply network, consisting of our internal network of plants together with strategic external
manufacturers, and including purchasing, packaging and distribution. As of the end of 2008, we have reduced our internal network of plants from 93 five years ago to 46,
which includes the acquisition of seven plants and the sites sold in 2006 as part of our Consumer Healthcare business. We plan to reduce our internal network of plants
around the world to 41. We expect that the cumulative impact will be a more focused, streamlined and competitive manufacturing operation, with less than 50% of our former
internal plants and more than 48% fewer manufacturing employees, compared to 2003. As part of our global strategic supply network, we currently expect to increase
outsourced manufacturing of our products from approximately 17% of our products, on a cost basis, to approximately 30% over the next two to three years.

Worldwide Pharmaceutical Operations (WPO)—

« Reorganization of our Field Force —As part of Pfizer’s overall restructuring into smaller, more focused business units, we have changed our global field force operations to
enable us to adapt to changing market dynamics and respond to local customer needs more quickly
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and with more flexibility. This evolutionary process, which began in 2007, will generate savings from de-layering, eliminating duplicative work, and utilizing our sales
representative more efficiently through targeted deployment based on sophisticated segmentation analyses, offset modestly by increased investment in certain emerging
markets. Between 2004 and 2008, we reduced our global field force by approximately 13%, with approximately 10% of those reductions occurring since the beginning of
2007.

Information Technology—

Strategic Outsourcing —We have reorganized our information technology infrastructure and are also consolidating a number of third-party service providers, thereby
reducing labor costs.

Reductions in Application Software —To achieve cost savings, we have pursued significant reductions in application software and data centers, as well as rationalization
of service providers, while enhancing our ability to invest in innovative technology opportunities to further propel our growth.

Finance—

.

Further Capitalizing on Shared Service Centers —To achieve cost savings, we have reduced operating costs and improved service levels by standardizing, regionalizing
and/or outsourcing certain transactional accounting activities.

Global Sourcing—

.

Leveraging Purchasing Power —To achieve cost savings on purchased goods and services, we have focused on rationalizing suppliers, leveraging our substantial
purchases of goods and services and improving demand management to optimize levels of outside services needed and strategic sourcing from lower-cost sources. For
example, savings from demand management are being derived in part from reductions in travel, entertainment, consulting and other external service expenses. Facilities
savings are being found in site rationalization, energy conservation and renegotiated service contracts.

Our Strategic Initiatives—Strategy and Recent Trans  actions

Acquisitions, Licensing and Collaborations

We are committed to capitalizing on new growth opportunities by advancing our own new-product pipeline and maximizing the value of our in-line products, as well as through
opportunistic licensing, co-promotion agreements and acquisitions. Our business development strategy targets a number of growth opportunities, including biologics,
vaccines, oncology, diabetes, Alzheimer’s disease, inflammation/immunology, pain, psychoses (schizophrenia) and other products and services that seek to provide valuable
healthcare solutions. Some of our most significant business-development transactions since 2006 are described below.

On January 26, 2009, we announced that we have entered into a definitive merger agreement under which we will acquire Wyeth in a cash-and-stock transaction valued
on that date at $50.19 per share, or a total of $68 billion. The Boards of Directors of both Pfizer and Wyeth have approved the transaction. Under the terms of the merger
agreement, each outstanding share of Wyeth common stock will be converted into the right to receive $33 in cash and 0.985 of a share of Pfizer common stock, subject to
adjustment as set forth in the merger agreement. Based on the closing price of our stock on January 23, 2009, the last trading day prior to our announcement on January
26, the stock component was valued at $17.19 per share. We expect the transaction will close at the end of the third quarter or during the fourth quarter of 2009, subject to
Wyeth shareholder approval, governmental and regulatory approvals, the satisfaction of the conditions related to the debt financing for the transaction, and other usual and
customary closing conditions. We believe that the combination of Pfizer and Wyeth will create the world’s premier biopharmaceutical company and will meaningfully deliver
on Pfizer’s strategic priorities in a single transaction. The combined entity will be one of the most diversified in the industry and will enable us to offer patients a uniquely
broad and diversified portfolio of biopharmaceutical innovation through patient-centric units. This transaction, expected to be completed in 2009, is not reflected in our
consolidated financial statements as of December 31, 2008. We expect to achieve savings of approximately $4 billion by the end of 2012 related solely to this transaction.

The merger agreement with Wyeth prohibits us from making acquisitions for cash consideration in excess of $750 million in the aggregate prior to the completion of the
transaction without Wyeth's consent.

In December 2008, we entered into an agreement with Auxilium Pharmaceuticals, Inc. (Auxilium) to develop, commercialize and supply Xiaflex, a novel, first-in-class
biologic, for the treatment of Dupuytren’s contracture and Peyronie’s disease. Under the collaboration agreement with Auxilium, we will receive exclusive rights to
commercialize Xiaflex in the European Union and 19 other European and Eurasian countries. We expect to file Xiaflex for approval in Europe in 2010. Under the
agreement with Auxilium, we made an up-front payment of $75 million, which is included in Research and development expenses . We may also make additional
payments to Auxilium of up to $410 million based upon regulatory and commercialization milestones, as well as additional milestone payments based upon the successful
commercialization of the product.

In the fourth quarter of 2008, we concluded the acquisition of a number of animal health product lines from Schering-Plough Corporation for sale in the European
Economic Area in the following categories: swine e.coli vaccines; equine influenza and tetanus vaccines; ruminant neonatal and clostridia vaccines; rabies vaccines;
companion animal veterinary specialty products; and parasiticides and anti-inflammatories. The cost of acquiring these product lines was approximately $170 million.

In September 2008, we announced an agreement with Medivation, Inc. (Medivation) to develop and commercialize Dimebon, Medivation's investigational drug for

treatment of Alzheimer's disease and Huntington's disease. Following the expiration of the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act, the
agreement went into effect in October 2008. Dimebon currently is
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being evaluated in a Phase 3 trial in patients with mild-to-moderate Alzheimer's disease. Under the collaboration agreement with Medivation, we made an up-front payment
of $225 million, which is included in Research and development expenses . We may also make additional payments of up to $500 million based upon development and
regulatory milestones, as well as additional milestone payments based upon the successful commercialization of the product.

* In the second quarter of 2008, we acquired Encysive, a biopharmaceutical company, whose main product (Thelin), for the treatment of pulmonary arterial hypertension, is
commercially available in much of the E.U., is approved in certain other markets, and is under review by the FDA. The cost of acquiring Encysive, through a tender offer
and subsequent merger, was approximately $200 million, including transaction costs. In addition, in the second quarter of 2008, we acquired Serenex, a privately held
biotechnology company that owns SNX-5422, an oral Heat Shock Protein 90 (Hsp90) inhibitor currently in Phase 1 trials for the potential treatment of solid tumors and
hematological malignancies. Serenex also owns an extensive Hsp90 inhibitor compound library, which has potential uses in treating cancer and inflammatory and
neurodegenerative diseases. In connection with these acquisitions, we recorded approximately $170 million in Acquisition-related in-process research and development
charges and approximately $450 million in intangible assets.

« In the second quarter of 2008, we entered into an agreement with a subsidiary of Celldex for an exclusive worldwide license to CDX-110, an experimental therapeutic
vaccine in Phase 2 development for the treatment of glioblastoma multiforme, and exclusive rights to the use of EGFRVIII vaccines in other potential indications. Under the
license and development agreement, an up-front payment was made. Additional payments exceeding $390 million could potentially be made to Celldex based on the
successful development and commercialization of CDX-110 and additional EGFRUVIII vaccine products.

« In the first quarter of 2008, we acquired CovX, a privately held biotherapeutics company specializing in preclinical oncology and metabolic research and the developer of a
biotherapeutics technology platform that we expect will enhance our biologic portfolio. Also in the first quarter of 2008, we acquired all the outstanding shares of Coley, a
biopharmaceutical company specializing in vaccines and drug candidates designed to fight cancers, allergy and asthma disorders, and autoimmune diseases, for
approximately $230 million. In connection with these and two smaller acquisitions related to Animal Health, we recorded approximately $440 million in Acquisition-related
in-process research and development charges .

« In December 2007, we entered into a license agreement with Scil Technology Gmbh (Scil) for worldwide collaboration on Scil cartilage specific growth factor CD-RAP.
Under this agreement, Pfizer obtained a worldwide exclusive license to develop and commercialize CD-RAP. We may make payments of up to $242 million based upon
development and regulatory milestones.

« In December 2007, we entered into a license and collaboration agreement with Adolor Corporation (Adolor) to develop and commercialize ADL5859 and ADL577,
proprietary delta opioid receptor agonist compounds for the treatment of pain. We may make payments of up to $233 million to Adolor, based on development and
regulatory milestones.

« In December 2007, we entered into a research collaboration and license agreement with Taisho Pharmaceutical Co., Ltd. (Taisho) to acquire worldwide rights outside of
Japan for TS-032, a metabolic glutamate receptor agonist that may offer a new treatment option for central nervous system disorders, and is currently in pre-clinical
development for the treatment of schizophrenia. We may make payments of up to $255 million to Taisho based upon development and regulatory milestones.

« In the second quarter of 2007, we entered into a collaboration agreement with BMS to further develop and commercialize apixaban, an oral anticoagulant compound
discovered by BMS. We made an initial payment to BMS of $250 million and additional payments to BMS related to product development efforts, which are included in
Research and development expenses in 2007. We may also make additional payments of up to $780 million to BMS, based on development and regulatory milestones. In
a separate agreement, we are also collaborating with BMS on the research, development and commercialization of a Pfizer discovery program, which includes preclinical
compounds with potential applications for the treatment of metabolic disorders, including diabetes. We exited research efforts in the area of obesity during the third quarter
of 2008.

« In April 2007, we agreed with OSI Pharmaceuticals, Inc. (OSI) to terminate a 2002 collaboration agreement to co-promote Macugen, for the treatment of age-related
macular degeneration (AMD), in the U.S. We also agreed to amend and restate a 2002 license agreement for Macugen, and to return to OSI all rights to develop and
commercialize Macugen in the U.S. In return, OSI granted us an exclusive right to develop and commercialize Macugen in the rest of the world.

« In the first quarter of 2007, we acquired BioRexis, a privately held biopharmaceutical company with a novel technology platform for developing new protein drug
candidates, and Embrex, an animal health company that possesses a unique vaccine delivery system known as Inovoject that improves consistency and reliability by
inoculating chicks while they are still inside the egg. In connection with these and other smaller acquisitions, we recorded $283 million in Acquisition-related in-process
research and development charges .

« In December 2006, we entered into a collaboration agreement with Kosan Biosciences Inc. (Kosan) to develop a gastrointestinal disease treatment. In 2006, we expensed
a payment of $12 million, which was included in Research and development expenses . Additional milestone payments of up to approximately $238 million may be made
to Kosan, based upon the successful development and commercialization of a product.

* In September 2006, we entered into a license agreement with Quark Biotech Inc. for exclusive worldwide rights to a compound for the treatment of neovascular (wet)
AMD.

* In September 2006, we entered into a license and collaboration agreement with TransTech Pharma Inc. (TransTech) to develop and commercialize small- and large-
molecule compounds for treatment of Alzheimer's disease and diabetic neuropathy. Under the terms of the agreement, Pfizer received exclusive worldwide rights to
TransTech'’s portfolio of compounds. In 2006, we expensed a payment of $101 million, which was included in Research and development expenses . Additional significant
milestone payments may be made to TransTech, based upon the successful development and commercialization of a product.

2008 Financial Report 11



Financial Review

Pfizer Inc and Subsidiary Companies

* In June 2006, we entered into a license agreement with Bayer Pharmaceuticals Corporation to acquire exclusive worldwide rights to DGAT-1 inhibitors.

« In June 2006, we acquired the worldwide rights to Toviaz (fesoterodine), a drug for treating overactive bladder which was approved in the E.U. in April 2007 and in the U.S.
in October 2008, from Schwarz Pharma AG.

* In March 2006, we entered into research collaborations with NicOX SA in ophthalmic disorders and NOXXON Pharma AG in Alzheimer’s disease and ophthalmic
disorders.

« In February 2006, we completed the acquisition of the sanofi-aventis worldwide rights, including patent rights and production technology, to manufacture and sell Exubera,
an inhaled form of insulin, and the insulin-production business and facilities located in Frankfurt, Germany, previously jointly owned by Pfizer and sanofi-aventis, for
approximately $1.4 billion in cash (including transaction costs). Substantially all assets recorded in connection with this acquisition have now been written off. (See the
“Our 2008 Performance: Certain Charges—Exubera” section of this Financial Review.) Prior to the acquisition, in connection with our collaboration agreement with sanofi-
aventis, we recorded a research and development milestone due to us from sanofi-aventis of approximately $118 million ($71 million, after tax) in 2006 in Research and
development expenses upon the approval of Exubera in January 2006 by the FDA.

* In December 2006, we completed the acquisition of PowderMed, a U.K. company which specializes in the emerging science of DNA-based vaccines for the treatment of
influenza and chronic viral diseases, and in May 2006, we completed the acquisition of Rinat, a biologics company with several new central-nervous-system product
candidates. In 2006, the aggregate cost of these and other smaller acquisitions was approximately $880 million (including transaction costs). In connection with these
transactions, we recorded $835 million in Acquisition-related in-process research and development charges .

Dispositions
We evaluate our businesses and product lines periodically for strategic fit within our operations.

In the fourth quarter of 2006, we sold our Consumer Healthcare business for $16.6 billion, and recorded a gain of approximately $10.2 billion ($7.9 billion, net of tax) in Gains
on sales of discontinued operations—net of tax in the consolidated statement of income for 2006. In 2007, we recorded a loss of approximately $70 million, after-tax, primarily
related to the resolution of contingencies, such as purchase price adjustments and product warranty obligations, as well as pension settlements. This business was composed
of:

« substantially all of our former Consumer Healthcare segment;

« other associated amounts, such as purchase-accounting impacts, acquisition-related costs and restructuring and implementation costs related to our cost-reduction
initiatives that were previously reported in the Corporate/Other segment; and

« certain manufacturing facility assets and liabilities, which were previously part of our Pharmaceutical or Corporate/Other segment but were included in the sale of the
Consumer Healthcare business. The net impact to the Pharmaceutical segment was not significant.

The results of this business are included in Income from discontinued operations—net of tax for 2006. (See Notes to Consolidated Financial Statements— Note 3.
Discontinued Operations. )

We continued during 2008 and 2007, and will continue for a period of time, to generate cash flows and to report income statement activity in continuing operations that are
associated with our former Consumer Healthcare business. The activities that give rise to these impacts are transitional in nature and generally result from agreements that
ensure and facilitate the orderly transfer of business operations to the new owner. Included in continuing operations for 2008 and 2007 were the following amounts associated
with these transition service agreements that will no longer occur after the full transfer of activities to the new owner: for 2008, Revenues of $172 million; Cost of sales of $162
million; and Selling, informational and administrative expenses of $3 million and for 2007, Revenues of $219 million; Cost of sales of $194 million; Selling, informational and
administrative expenses of $15 million; and Other (income)/deductions—net of $16 million in income.

Our Expectations for 2009

While our revenues and income will continue to be tempered in the near term due to patent expirations and other factors, we will continue to make the investments necessary
to sustain long-term growth. We remain confident that Pfizer has the organizational strength and resilience, as well as the strategies, the financial depth and flexibility, to
succeed in the long term. However, no assurance can be given that the factors described above under “Our Operating Environment and Response to Key Opportunities and
Challenges” or below under “Forward-Looking Information and Factors That May Affect Future Results” or other significant factors will not have a material adverse effect on
our business and financial results.

Compared to 2008, our 2009 guidance, at current exchange rates, reflects increased pension expenses, lower interest income, as well as an increase in the effective tax rate
resulting from financial strategies in connection with our proposed acquisition of Wyeth.

At current exchange rates, we forecast 2009 revenues of $44.0 billion to $46.0 billion, reported diluted earnings per common share (EPS) of $1.34 to $1.49 and Adjusted
diluted EPS of $1.85 to $1.95. On January 26, 2009, we announced the implementation of a new cost-reduction initiative that we anticipate will achieve a reduction in adjusted
total costs of approximately $3 billion, on a constant currency basis, by the end of 2011, compared with our 2008 adjusted total costs. We plan to reinvest approximately $1
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billion of these savings in the business, resulting in an expected $2 billion net decrease compared to our 2008 adjusted total costs. (For an understanding of Adjusted income,
see the “Adjusted Income” section of this Financial Review.)

As referenced in this section: (i) “current exchange rates” is defined as rates approximating foreign currency spot rates in January 2009 and (ii) “constant currency basis” is
defined as the actual foreign currency exchange rates in effect during 2008. Both of these assumptions are critical elements of our guidance and actual foreign currency rates
may be materially different from these assumptions. For example, in the fourth quarter of 2008, the foreign currency exchange rates in our largest markets changed by
increments ranging from 10% to 25%. As future events and their effects cannot be determined with precision, we provide our guidance by reference to historical foreign
currency exchange rates. We will continue to disclose the impact of these rates on our results, if material.

Given these and other factors, a reconciliation, at current exchange rates and reflecting management’s current assessment, of 2009 Adjusted income and Adjusted diluted
EPS guidance to 2009 reported Net income and reported diluted EPS guidance, follows:

FULL-YEAR 2009 GUIDANCE

(BILLIONS OF DOLLARS, EXCEPT PER-SHARE AMOUNTS) NET INCOME @  DILUTED EPS @
Adjusted income/diluted EPS ®) guidance ~$12.5-$13.2 ~$1.85-$1.95
Purchase accounting impacts of transactions completed as of 12/31/08 (1.8) (0.26)
Costs related to cost-reduction initiatives (1.3-1.7) (0.20-0.25)
Reported Net income/diluted EPS guidance ~$9.0-$10.1 ~$1.34-$1.49

@ Does not assume the completion of any business-development transactions not completed as of December 31, 2008, and excludes potential effects of litigation-related
matters not substantially resolved as of December 31, 2008, as we do not forecast those items.

®)For an understanding of Adjusted income, see the “Adjusted Income” section of this Financial Review.

Our 2009 forecasted financial performance guidance is subject to a number of factors and uncertainties—as described in the “Forward-Looking Information and Factors That
May Affect Future Results” section of this Financial Review.

Accounting Policies

We consider the following accounting policies important in understanding our operating results and financial condition. For additional accounting policies, see Notes to
Consolidated Financial Statements— Note 1. Significant Accounting Policies.

Estimates and Assumptions

In preparing the consolidated financial statements, we use certain estimates and assumptions that affect reported amounts and disclosures. These estimates and underlying
assumptions can impact all elements of our financial statements. For example, in the consolidated statement of income, estimates are used when accounting for deductions
from revenues (such as rebates, chargebacks, sales returns and sales allowances), determining cost of sales, allocating cost in the form of depreciation and amortization, and
estimating restructuring charges and the impact of contingencies. On the consolidated balance sheet, estimates are used in determining the valuation and recoverability of
assets, such as accounts receivables, investments, inventories, fixed assets and intangible assets (including goodwill), and estimates are used in determining the reported
amounts of liabilities, such as taxes payable, benefit obligations, the impact of contingencies, rebates, chargebacks, sales returns and sales allowances and restructuring
reserves.

We regularly evaluate our estimates and assumptions, using historical experience and other factors, including the economic environment. Our estimates are often based on
complex judgments, probabilities and assumptions that we believe to be reasonable but that are inherently uncertain and unpredictable.

As future events and their effects cannot be determined with precision, our estimates and assumptions may prove to be incomplete or inaccurate, or unanticipated events and
circumstances may occur that might cause us to change those estimates and assumptions. Market conditions, such as illiquid credit markets, volatile equity markets, dramatic
fluctuations in foreign currency rates and economic recession, can increase the uncertainty already inherent in our estimates and assumptions. We adjust our estimates and
assumptions when facts and circumstances indicate the need for change. Those changes will be reflected in our financial statements on a prospective basis. It is possible that
other professionals, applying reasonable judgment to the same facts and circumstances, could develop and support a range of alternative estimated amounts. We are also
subject to other risks and uncertainties that may cause actual results to differ from estimated amounts, such as changes in the healthcare environment, competition, litigation,
legislation and regulations. These and other risks and uncertainties are discussed throughout this Financial Review, particularly in the section “Forward-Looking Information
and Factors That May Affect Future Results.”

Contingencies

We and certain of our subsidiaries are involved in various patent, product liability, consumer, commercial, securities, environmental and tax litigations and claims; government
investigations; and other legal proceedings that arise from time to time in the ordinary course of our business. Except for income tax contingencies, we record accruals for
contingencies to the extent that we conclude their occurrence is probable and that the related liabilities are estimable and we record anticipated recoveries under existing
insurance contracts when assured of recovery. For tax matters, beginning in 2007 upon the adoption of a new accounting standard, we record accruals for income tax
contingencies to the extent that we conclude that a tax position is not sustainable under a ‘more-likely-than-not’ standard and we record our estimate of the potential tax
benefits in one tax jurisdiction that could result from the payment of income taxes in another tax jurisdiction when we conclude that the potential recovery is more likely than
not. (See Notes to Consolidated Financial Statements— Note 1B. Significant Accounting Policies: New Accounting Standards and Note 7E. Taxes on
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Income: Tax Contingencies. ) We consider many factors in making these assessments. Because litigation and other contingencies are inherently unpredictable and excessive
verdicts do occur, these assessments can involve a series of complex judgments about future events and can rely heavily on estimates and assumptions (see Notes to
Consolidated Financial Statements— Note 1C. Significant Accounting Policies: Estimates and Assumptions ).

Acquisitions

Our consolidated financial statements reflect an acquired business after the completion of the acquisition and are not restated. We account for acquired businesses using the
purchase method of accounting, which requires that most assets acquired and liabilities assumed be recorded at the date of acquisition at their fair values. Any excess of the
purchase price over the assigned values of the net assets acquired is recorded as goodwill. Amounts allocated to acquired IPR&D have been expensed at the date of
acquisition. When we have acquired net assets that do not constitute a business under generally accepted accounting principles in the U.S. (U.S. GAAP), no goodwill has
been recognized.

The judgments made in determining the estimated fair value assigned to each class of assets acquired and liabilities assumed, as well as asset lives, can materially impact
our results of operations.

There are several methods that can be used to determine fair value. For intangible assets, including IPR&D, we typically use the “income method.” This method starts with our
forecast of all of the expected future net cash flows. These cash flows are then adjusted to present value by applying an appropriate discount rate that reflects the risk factors
associated with the cash flow streams. Some of the more significant estimates and assumptions inherent in the income method or other methods include:

« the amount and timing of projected future cash flows;
« the amount and timing of projected costs to develop the IPR&D into commercially viable products;
« the discount rate selected to measure the risks inherent in the future cash flows; and

« the assessment of the asset’s life cycle and the competitive trends impacting the asset, including consideration of (i) any technical, legal, regulatory, or economic barriers
to entry, as well as (ii) expected changes in standards of practice for indications addressed by the asset.

Determining the useful life of an intangible asset also requires judgment, as different types of intangible assets will have different useful lives and certain assets may even be
considered to have indefinite useful lives. For example, the useful life of the right to patent associated with a pharmaceutical product’s exclusive patent will be finite and will
result in amortization expense being recorded in our results of operations over a determinable period. However, the useful life associated with a brand that has no patent
protection but that retains, and is expected to retain, a distinct market identity could be considered to be indefinite and the asset would not be amortized.

Revenues

Revenue Recognition —We record revenues from product sales when the goods are shipped and title passes to the customer. At the time of sale, we also record estimates
for a variety of sales deductions, such as rebates, discounts and incentives, and product returns. When we cannot reasonably estimate the amount of future product returns,
we record revenues when the risk of product return has been substantially eliminated.

Deductions from Revenues —Gross product sales are subject to a variety of deductions that are generally estimated and recorded in the same period that the revenues are
recognized, and primarily represent rebates and discounts to government agencies, wholesalers, distributors and managed care organizations with respect to our
pharmaceutical products. These deductions represent estimates of the related obligations and, as such, judgment and knowledge of market conditions and practice are
required when estimating the impact of these sales deductions on gross sales for a reporting period.

Specifically,

« Inthe U.S., we record provisions for pharmaceutical Medicaid, Medicare and contract rebates based upon our experience ratio of rebates paid and actual prescriptions
written during prior quarters. We apply the experience ratio to the respective period’s sales to determine the rebate accrual and related expense. This experience ratio is
evaluated regularly to ensure that the historical trends are as current as practicable. As appropriate, we will adjust the ratio to better match our current experience or our
expected future experience. In assessing this ratio, we consider current contract terms, such as changes in formulary status and discount rates. If our ratio is not indicative
of future experience, our results could be materially affected.

« Outside the U.S., the majority of our pharmaceutical rebates, discounts and price reductions are contractual or legislatively mandated, and our estimates are based on
actual invoiced sales within each period; both of these elements help to reduce the risk of variations in the estimation process. Some European countries base their
rebates on the government’s unbudgeted pharmaceutical spending and we use an estimated allocation factor (based on historical payments) and total revenues by
country against our actual invoiced sales to project the expected level of reimbursement. We obtain third-party information that helps us monitor the adequacy of these
accruals. If our estimates are not indicative of actual unbudgeted spending, our results could be materially affected.

« Provisions for pharmaceutical chargebacks (primarily reimbursements to wholesalers for honoring contracted prices to third parties) closely approximate actual as we
settle these deductions generally within two to four weeks of incurring the liability.

« Provisions for pharmaceutical returns are based on a calculation in each market that incorporates the following, as appropriate: local returns policies and practices; returns
as a percentage of sales; an understanding of the reasons for past returns; estimated shelf-life by product; and an estimate of the amount of time between shipment and
return or lag time; and any other factors that could impact the estimate of future returns, such as loss of exclusivity, product recalls, or a changing competitive environment,
as appropriate.
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« We record sales incentives as a reduction of revenues at the time the related revenues are recorded or when the incentive is offered, whichever is later. We estimate the
cost of our sales incentives based on our historical experience with similar incentives programs.

Historically, our adjustments to actual have not been material; on a quarterly basis, they generally have been less than 1.0% of Pharmaceutical net sales and can result in a
net increase to income or a net decrease to income. The sensitivity of our estimates can vary by program, type of customer and geographic location. However, estimates
associated with U.S. Medicaid and contract rebates are most at-risk for material adjustment because of the extensive time delay between the recording of the accrual and its
ultimate settlement, an interval that can range up to one year. Because of this time lag, in any given quarter, our adjustments to actual can incorporate revisions of several
prior quarters.

Alliances —We have agreements to co-promote pharmaceutical products discovered by other companies. Alliance revenues are earned when our co-promotion partners ship
the related product and title passes to their customer. Alliance revenues are primarily based upon a percentage of our co-promotion partners’ net sales. Expenses for selling
and marketing these products are included in Selling, informational and administrative expenses .

Long-Lived Assets

We review all of our long-lived assets, including goodwill and other intangible assets, for impairment indicators at least annually and we perform detailed impairment testing for
goodwill and indefinite-lived assets annually and for all other long-lived assets whenever impairment indicators are present. When necessary, we record charges for
impairments of long-lived assets for the amount by which the present value of future cash flows, or some other fair value measure, is less than the carrying value of these
assets. Examples of those events or circumstances that may be indicative of impairment include:

« A significant adverse change in legal factors or in the business climate that could affect the value of the asset. For example, a successful challenge of our patent rights
likely would result in generic competition earlier than expected.

« A significant adverse change in the extent or manner in which an asset is used. For example, restrictions imposed by the FDA or other regulatory authorities could affect
our ability to manufacture or sell a product.

« A projection or forecast that demonstrates losses associated with an asset. This could include, for example, a change in a government reimbursement program that results
in an inability to sustain projected product revenues and profitability. This also could include the introduction of a competitor’s product that results in a significant loss of
market share or the lack of acceptance of a product by patients, physicians and payers.

Our impairment review process is as follows:

« For finite-lived intangible assets, such as developed technology rights, whenever impairment indicators are present, we perform an in-depth review for impairment. We
calculate the undiscounted value of the projected cash flows associated with the asset, or asset group, and compare this estimated amount to the carrying amount. If the
carrying amount is found to be greater, we record an impairment loss for the excess of book value over fair value. Fair value is generally calculated by applying an
appropriate discount rate to the undiscounted cash flow projections to arrive at net present value. In addition, in all cases of an impairment review, we reevaluate the
remaining useful life of the asset and modify it, as appropriate.

« For indefinite-lived intangible assets, such as brands, each year and whenever impairment indicators are present, we calculate the fair value of the asset and record an
impairment loss for the excess of book value over fair value, if any. Fair value is generally measured as the net present value of projected cash flows. In addition, in all
cases of an impairment review, we reevaluate the remaining useful life of the asset and determine whether continuing to characterize the asset as indefinite-lived is
appropriate.

* For Goodwill, which includes amounts related to our Pharmaceutical and Animal Health segments, each year and whenever impairment indicators are present, we
calculate the fair value of each business segment and calculate the implied fair value of goodwill by subtracting the fair value of all the identifiable net assets other than
goodwill and record an impairment loss for the excess of book value of goodwill over the implied fair value, if any.

« For other long-lived assets, such as property, plant and equipment, we apply procedures similar to those for finite-lived intangible assets to determine if an asset is
impaired. When necessary, we record charges for impairments of long-lived assets for the amount by which the fair value is less than the book value of these assets.
Long-term investments and loans are subject to periodic impairment reviews whenever impairment indicators are present.

« For non-current deferred tax assets, we provide a valuation allowance when we believe that our deferred tax assets are not recoverable based on an assessment of
estimated future taxable income that incorporates ongoing, prudent, feasible tax-planning strategies.

The value of intangible assets is determined primarily using the “income method,” which starts with a forecast of all the expected future net cash flows, some of which are
more certain than others. For example, the valuation of an intangible asset may include the cash flows associated with selling the approved product throughout the world, as
well as the value associated with using the developed technology in current R&D projects. In this situation, the projected cash flows of the approved indications are more likely
to be achieved than the potential cash flows associated with R&D projects for the currently unapproved indications. The unequal probability of realizing these cash flow
streams reflects the uncertainty associated with the future benefits of individual R&D projects and those that leverage the benefits of developed technology. Accordingly, the
potential for impairment for these intangible assets may exist if actual revenues are significantly less than those initially forecasted or actual expenses are significantly more
than those

2008 Financial Report 15



Financial Review

Pfizer Inc and Subsidiary Companies

initially forecasted. Further, an asset’s expected useful life can increase estimation risk and, thus, impairment risk, as longer-lived intangibles necessarily require longer-term
forecasts—it should be noted that, for some assets, these time spans can range up to 20 years or longer. Some of the more significant estimates and assumptions inherent in
the intangible asset impairment estimation process include: the amount and timing of projected future cash flows; the discount rate selected to measure the risks inherent in
the future cash flows; and the assessment of the asset’s life cycle and the competitive trends impacting the asset, including consideration of any technical, legal, regulatory or
economic barriers to entry, as well as expected changes in standards of practice for indications addressed by the asset.

The implied fair value of goodwill is determined by first estimating the fair value of the associated business segment. To estimate the fair value of the Pharmaceutical business
segment, we generally use the “market approach,” where we compare the segment to similar businesses or “guideline” companies whose securities are actively traded in
public markets or which have recently been sold in a private transaction. For the Animal Health business segment, we generally use the “income approach,” where we use a
discounted cash flow model in which cash flows anticipated over several periods, plus a terminal value at the end of that time horizon, are discounted to their present value
using an appropriate rate of return. Some of the more significant estimates and assumptions inherent in the goodwill impairment estimation process using the “market
approach” include: the selection of appropriate guideline companies; the determination of market value multiples for the guideline companies and the subsequent selection of
an appropriate market value multiple for the business segment based on a comparison of the business segment to the guideline companies; and the determination of
applicable premiums and discounts based on any differences in ownership percentages, ownership rights, business ownership forms, or marketability between the segment
and the guideline companies; and/or knowledge of the terms and conditions of comparable transactions. When considering the “income approach,” we include the required
rate of return used in the discounted cash flow method, which reflects capital market conditions and the specific risks associated with the business segment. Other estimates
inherent in the “income approach” include long-term growth rates and cash flow forecasts for the business segment.

A single estimate of fair value results from a complex series of judgments about future events and uncertainties and relies heavily on estimates and assumptions (see
“Estimates and Assumptions,” above). The judgments made in determining an estimate of fair value can materially impact our results of operations.

Pension and Postretirement Benefit Plans

We provide defined benefit pension plans for the majority of our employees worldwide. In the U.S., we have both qualified and supplemental (non-qualified) defined benefit
plans, as well as other postretirement benefit plans, consisting primarily of healthcare and life insurance for retirees. (See Notes to Consolidated Financial Statements— Note
13. Pension and Postretirement Benefit Plans and Defined Contribution Plans. )

The accounting for benefit plans is highly dependent on actuarial estimates, assumptions and calculations, which result from a complex series of judgments about future
events and uncertainties (see “Estimates and Assumptions,” above). The assumptions and actuarial estimates required to estimate the employee benefit obligations for the
defined benefit and postretirement plans, may include discount rate; expected salary increases; certain employee-related factors, such as turnover, retirement age and
mortality (life expectancy); expected return on assets; and healthcare cost trend rates. Our assumptions reflect our historical experiences and our best judgment regarding
future expectations that have been deemed reasonable by management. The judgments made in determining the costs of our benefit plans can materially impact our results
of operations.

As a result of recent global financial market conditions, the fair value of the assets held in our pension plans has decreased by approximately 20%. We estimate those losses
will be amortized over the next 10 years (along with previous year’s actuarial gains and losses). As a result of the amortization of these losses, as well as a lower asset base
on which to earn future returns, we expect U.S. net periodic pension benefit costs in 2009 to increase by approximately $400 million.

The following table shows the expected versus actual rate of return on plan assets and the discount rate used to determine the benefit obligations for the U.S. qualified
pension plans:

2008 2007 2006
Expected annual rate of return 8.5% 9.0% 9.0%
Actual annual rate of return (20.7) 7.9 15.2
Discount rate 6.4 6.5 5.9

We reduced our expected long-term return on plan assets from 9.0% in 2007 to 8.5% in 2008 for our U.S. pension plans, which impacts net periodic benefit cost. The decline
in our expected return on plan assets reflects the modification made during late 2007 to our strategic asset target allocation to reduce the volatility of our plan funded status
and the probability of future contribution requirements. Our revised target allocation increased debt securities allocation by 10.0% and reduced global equity securities
allocation by 10.0%. No further changes to the strategic asset allocation were made in 2008 and therefore, we maintain the 8.5% expected long-term rate of return-on-assets
in 2009. The assumption for the expected return-on-assets for our U.S. and international plans reflects our actual historical return experience and our long-term assessment of
forward-looking return expectations by asset classes, which is used to develop a weighted-average expected return based on the implementation of our targeted asset
allocation in our respective plans. The expected return for our U.S. plans and the majority of our international plans is applied to the fair market value of plan assets at each
year end. Holding all other assumptions constant, the effect of a 0.5 percentage-point decline in the return-on-assets assumption is an increase in our 2009 U.S. qualified
pension plan pre-tax expense by approximately $27 million.

The discount rate used in calculating our U.S. defined benefit plan obligations as of December 31, 2008, is 6.4%, which represents a 0.1 percentage-point decrease from our
December 31, 2007, rate of 6.5%. The discount rate for our U.S. defined benefit plans is based on a bond model constructed from a portfolio of high quality corporate bonds
rated AA or better for which the timing and
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amount of cash flows approximate the estimated payouts of the plans. For our international plans, the discount rates are set by benchmarking against investment grade
corporate bonds rated AA or better, including where there is sufficient data, a yield curve approach. Holding all other assumptions constant, the effect of a 0.1 percentage-
point decrease in the discount rate assumption is an increase in our 2009 U.S. qualified pension plans’ pre-tax expense of approximately $12 million and an increase in the
U.S. qualified pension plans’ projected benefit obligations as of December 31, 2008, of approximately $97 million.

Analysis of the Consolidated Statement of Income

YEAR ENDED DECEMBER 31, % CHANGE

(MILLIONS OF DOLLARS) 2008 2007 2006 08/07 07/06

Revenues $48,296 $48,418 $48,371 — —_

Cost of sales 8,112 11,239 7,640 (28) 47
% of revenues 16.8% 23.2% 15.8%

SI&A expenses 14,537 15,626 15,589 @) —
% of revenues 30.1% 32.3% 32.2%

R&D expenses 7,945 8,089 7,599 2) 6
% of revenues 16.5% 16.7% 15.7%

Amortization of intangible assets 2,668 3,128 3,261 (15) 4)
% of revenues 5.5% 6.5% 6.7%

Acquisition-related IPR&D charges 633 283 835 123 (66)
% of revenues 1.3% 0.6% 1.7%

Restructuring charges and acquisition-related costs 2,675 2,534 1,323 6 92
% of revenues 5.5% 5.2% 2.7%

Other (income)/deductions—net 2,032 (1,759) (904) * 95

Income from continuing operations before provision for taxes on income, and minority interests 9,694 9,278 13,028 4 (29)
% of revenues 20.1% 19.2% 26.9%

Provision for taxes on income 1,645 1,023 1,992 61 (49)

Effective tax rate 17.0% 11.0% 15.3%

Minority interest 23 42 12 (45) 235

Discontinued operations—net of tax 78 (69) 8,313 * *

Net income $ 8,104 $ 8,144 $19,337 — (58)
% of revenues 16.8% 16.8% 40.0%

* Calculation not meaningful.
Percentagesin this table and throughout the Financial Review may reflect rounding adjustments.

Revenues
Total revenues were $48.3 billion in 2008, essentially flat compared to 2007, primarily due to:
* an aggregate increase in revenues from Pharmaceutical products launched in the U.S. since 2006 and from many in-line products in 2008;

« the weakening of the U.S. dollar relative to many foreign currencies, especially the euro, Japanese yen and Canadian dollar, which increased revenues by approximately
$1.6 billion, or 3.3%, in 2008; and

« increased revenues in our Animal Health segment and other businesses of $128 million in 2008,
offset by:

« adecrease in revenues for Zytec/Zyrtec D of $1.4 billion in 2008, primarily due to the loss of U.S. exclusivity and, in connection with our divestiture of our Consumer
Healthcare business, the cessation of selling this product in late January 2008;

« adecrease in revenues for Norvasc of $757 million in 2008, primarily due to the loss of U.S. exclusivity in March 2007;

* anincrease in rebates in 2008 due to a 2007 favorable adjustment recorded in 2007 based on the actual claims experienced under the Medicare Act, as well as the impact
of our contracting strategies with both government and non-government entities in the U.S.;

« adecrease in revenues for Camptosar in the U.S. of $457 million in 2008, primarily due to the loss of U.S. exclusivity in February 2008;

« adecrease in revenues for Lipitor in the U.S. of $863 million in 2008, primarily resulting from competitive pressures from generics, among other factors; and

« an adjustment to the prior years’ liabilities for product returns of $217 million recorded in the third quarter of 2008 (see the “Certain Charges: Adjustment of Prior Years’
Liabilities for Product Returns” section of this Financial Review).

In 2008, Lipitor, Norvasc (which lost U.S. exclusivity in March 2007), Lyrica and Celebrex each delivered at least $2 billion in revenues, while Geodon/Zeldox, Zyvox, Viagra,
Detrol/Detrol LA and Xalatan/Xalacom each surpassed $1 billion.
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Total revenues were $48.4 billion in 2007, flat compared to 2006, primarily due to:
« an aggregate increase in revenues from Pharmaceutical products launched in the U.S. since 2005 of $2.0 billion and from many in-line products in 2007;

« the weakening of the U.S. dollar relative to many foreign currencies, especially the euro, U.K. pound and Canadian dollar, which increased revenues by $1.5 billion, or
3.0%, in 2007; and

« increased revenues in our Animal Health segment and other businesses of $706 million in 2007,

offset by:

« adecrease in revenues for Norvasc of $1.9 billion in 2007, primarily due to the loss of U.S. exclusivity in March 2007;

« adecrease in revenues for Zoloft, primarily due to the loss of U.S. exclusivity in August 2006, of $1.6 billion in 2007;

« adecrease in revenues for Lipitor in the U.S. of $654 million in 2007, primarily due to competitive pressures from generics among other factors; and
« the one-time reversal of a sales deduction accrual in 2006 related to a favorable development in a pricing dispute in the U.S. of about $170 million.

In 2007, Lipitor, Norvasc (which lost U.S. exclusivity in March 2007) and Celebrex each delivered at least $2 billion in revenues, while Lyrica, Viagra, Detrol/Detrol LA ,
Xalatan/Xalacom and Zyrtec/Zytec D (which lost U.S. exclusivity in January 2008) each surpassed $1 billion.

Revenues exceeded $500 million in each of 14 countries outside the U.S. in 2008 and in each of 12 countries outside the U.S. in 2007. The U.S. was the only country to
contribute more than 10% of total revenues in each year.

Our policy relating to the supply of pharmaceutical inventory at domestic wholesalers, and in major international markets, is to maintain stocking levels under one month on
average and to keep monthly levels consistent from year to year based on patterns of utilization. We have historically been able to closely monitor these customer stocking
levels by purchasing information from our customers directly, or by obtaining other third-party information. We believe our data sources to be directionally reliable, but cannot
verify their accuracy. Further, as we do not control this third-party data, we cannot be assured of continuing access. Unusual buying patterns and utilization are promptly
investigated.

Rebates reduced revenues, as follows:

YEAR ENDED DECEMBER 31,

(BILLIONS OF DOLLARS) 2008 2007 2006

Medicaid and related state program rebates $ 05 $ 06 $ 05
Medicare rebates 0.8 0.4 0.6
Performance-based contract rebates 2.0 1.9 1.8
Total $ 33 $ 29 $ 29

The above rebates for 2008 were higher than 2007 and reflect:

« the impact of our contracting strategies with both government and non-government entities in the U.S.; and

« afavorable adjustment recorded in 2007 based on the actual claims experienced under the Medicare Act, which went into effect in 2006,
partially offset by:

« changes in product mix, among other factors.

Performance-based contracts are with managed care customers, including health maintenance organizations and pharmacy benefit managers, who receive rebates based on
the achievement of contracted performance terms for products. Rebates are product-specific and, therefore, for any given year are impacted by the mix of products sold.
Chargebacks (primarily reimbursements to wholesalers for honoring contracted prices to third parties) reduced revenues by $1.9 billion in 2008, $1.6 billion in 2007 and $1.4
billion in 2006. Chargebacks were impacted by the launch of certain generic products in 2008, 2007 and 2006 by our Greenstone subsidiary.

Our accruals for Medicaid rebates, Medicare rebates, performance-based contract rebates and chargebacks were $1.5 billion as of December 31, 2008, and are included in
Other current liabilities .

18 2008 Financial Report



Financial Review

Pfizer Inc and Subsidiary Companies

Revenues by Business Segment
We operate in the following business segments:

« Pharmaceutical

—The Pharmaceutical segment includes products that prevent and treat cardiovascular and metabolic diseases, central nervous system disorders, arthritis and pain,
infectious and respiratory diseases, urogenital conditions, cancer, eye disease and endocrine disorders, among others.

* Animal Health
—The Animal Health segment includes products that prevent and treat diseases in livestock and companion animals.

Total Revenues by Business Segment

YEAR ENDED DECEMBER 31,

2008 2007 2006
Pharmaceutical 91.5% 91.8% 93.2%
Animal Health 5.8 54 4.8
Corporate/Other 2.7 2.8 2.0
Total revenues 100.0 100.0 100.0
Change in Revenues by Segment and Geographic Area
Worldwide revenues by segment and geographic area follow:

YEAR ENDED DECEMBER 31, % CHANGE
WORLDWIDE U.S. INTERNATIONAL WORLDWIDE U.S. INTERNATIONAL

(MILLIONS OF DOLLARS) 2008 2007 2006 2008 2007 2006 2008 2007 2006 08/07 07/06 _ 08/07 07/06 08/07 07/06

Pharmaceutical $44,174 $44,424 $45,083 [$18,851 $21,548 $24,503 $25,323 $22,876 $20,580 1) 1) 13) (12 11 11
Animal Health 2,825 2,639 2311 1,168 1,132 1,032 1,657 1,507 1,279 7 14 3] 10 10 18
Corporate/

Other 1,297 1,355 977 416 473 287 881 882 690 4) 39 (12) 65 — 28
Total Revenues $48,296 $48,418 $48,371 $20,435 $23,153 $25,822 $27,861 $25,265 $22,549 — — (12) (10) 10 12

Pharmaceutical Revenues

Our pharmaceutical business is the largest in the world. Revenues from this segment contributed approximately 91% of our total revenues in 2008, 92% of our total revenues
in 2007 and 93% of our total revenues in 2006. As of September 30, 2008, nine of our pharmaceutical products were number one in their respective therapeutic categories
based on revenues.

We recorded direct product sales of more than $1 billion for each of nine products in 2008, each of eight products in 2007 and each of nine products in 2006. These products
represented 60% of our Pharmaceutical revenues in 2008, 58% of our Pharmaceutical revenues in 2007 and 64% of our Pharmaceutical revenues in 2006.

Worldwide Pharmaceutical revenues in 2008 were $44.2 billion, a decrease of 1% compared to 2007, primarily due to:

« adecrease in revenues for Zyrtec/Zyrtec D of $1.4 billion in 2008, primarily due to the loss of U.S. exclusivity and, in connection with our divestiture of our Consumer
Healthcare business, the cessation of selling this product in late January 2008;

« adecrease in revenues for Norvasc of $757 million in 2008, primarily due to the loss of U.S. exclusivity in March 2007;

* anincrease in rebates in 2008 due to a 2007 favorable adjustment recorded in 2007 based on the actual claims experienced under the Medicare Act, as well as the impact
of our contracting strategies with both government and non-government entities in the U.S.;

« adecrease in revenues for Camptosar in the U.S. of $457 million in 2008, primarily due to the loss of U.S. exclusivity in February 2008;
« adecrease in revenues for Lipitor in the U.S. of $863 million in 2008, primarily resulting from competitive pressures from generics, among other factors; and

« an adjustment to the prior years’ liabilities for product returns of $217 million recorded in 2008 (see the “Certain Charges: Adjustment of Prior Years' Liabilities for Product
Returns” section of this Financial Review),

partially offset by:

* an aggregate increase in revenues from products launched in the U.S. since 2006, particularly Sutent, and from many in-line products, including Lyrica, which increased
41% in 2008; and

« the weakening of the U.S. dollar relative to many foreign currencies, especially the euro, Japanese yen and Canadian dollar, which increased Pharmaceutical revenues by
approximately $1.5 billion, or 3.3%, in 2008.
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Geographically:

« inthe U.S., Pharmaceutical revenues in 2008 decreased 13% compared to 2007, primarily due to the effect of the loss of exclusivity on Norvasc, Zyrtec/Zyrtec D and
Camptosar, an adjustment to the prior years’ liabilities for product returns (approximately $160 million) recorded in the third quarter of 2008, higher rebates, lower sales of
Lipitor, and lower sales of Chantix following the changes to its U.S. label in 2008, partially offset by the increase in revenues from products launched since 2006, except for
Chantix, and from many in-line products; and

« in our international markets, Pharmaceutical revenues in 2008 increased 11% compared to 2007, primarily due to the favorable impact of foreign exchange on international
revenues of approximately $1.5 billion (6.5%) in 2008, revenues from some of our products launched since 2006, as well as growth of certain in-line products, partially
offset by an adjustment to the prior years’ liabilities for product returns (approximately $60 million) recorded in the third quarter of 2008.

During 2008, international Pharmaceutical revenues grew to represent 57.3% of total Pharmaceutical revenues, compared to 51.5% in 2007. This increase has been fueled by
higher volumes and the favorable impact of foreign exchange, despite pricing pressures in international markets.

Effective January 3, 2009, August 1, 2008, May 2, 2008, January 1, 2008, July 13, 2007 and January 1, 2007, we increased the published prices for certain U.S.
pharmaceutical products. These price increases had no material effect on wholesaler inventory levels in comparison to the prior year.
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Revenues—Major Pharmaceutical Products

Revenue information for several of our major Pharmaceutical products follows:

YEAR ENDED DECEMBER 31, % CHANGE
(MILLIONS OF
DOLLARS)
PRODUCT PRIMARY INDICATIONS 2008 2007 2006 08/07 07/06
Cardiovascular
and
metabolic
diseases:
Lipitor Reduction of LDL cholesterol $ 12,401 $ 12,675 $ 12,886 2) )
Norvasc Hypertension 2,244 3,001 4,866 (25) (38)
Chantix/Champix  An aid to smoking cessation 846 883 101 4) 773
Caduet Reduction of LDL cholesterol and hypertension 589 568 370 4 54
Cardura Hypertension/Benign prostatic hyperplasia 499 506 538 1) (6)
Central nervous
system
disorders:
Lyrica Epilepsy, post-herpetic neuralgia and
diabetic peripheral neuropathy, fibromyalgia 2,573 1,829 1,156 41 58
Geodon/Zeldox Schizophrenia and acute manic or mixed episodes associated with
bipolar disorder 1,007 854 758 18 13
Zoloft Depression and certain anxiety disorders 539 531 2,110 2 (75)
Aricept @ Alzheimer's disease 482 401 358 20 12
Neurontin Epilepsy and post-herpetic neuralgia 387 431 496 (10) (13)
Xanax/Xanax XR  Anxiety/Panic disorders 350 325 316 8 3
Relpax Migraine headaches 321 315 286 2 10
Arthritis and pain:
Celebrex Arthritis pain and inflammation, acute pain 2,489 2,290 2,039 9 12
Infectious and
respiratory
diseases:
Zyvox Bacterial infections 1,115 944 782 18 21
Vfend Fungal infections 743 632 515 18 23
Zithromax/Zmax Bacterial infections 429 438 638 2) (31)
Diflucan Fungal infections 373 415 435 (10) (5)
Urology:
Viagra Erectile dysfunction 1,934 1,764 1,657 10 6
Detrol/Detrol LA Overactive bladder 1,214 1,190 1,100 2 8
Oncology:
Sutent Advanced and/or metastatic renal cell carcinoma (mRCC) and
refractory gastrointestinal stromal tumors (GIST) 847 581 219 46 166
Camptosar Metastatic colorectal cancer 563 969 903 42) 7
Aromasin Breast cancer 465 401 320 16 25
Ophthalmology:
Xalatan/Xalacom Glaucoma and ocular hypertension 1,745 1,604 1,453 9 10
Endocrine
disorders:
Genotropin Replacement of human growth hormone 898 843 795 6 6
All other:
Zyrtec/Zyrtec D Allergies 129 1,541 1,569 92) 2)
Alliance revenues Alzheimer's disease (Aricept), neovascular (wet) Age-related macular
degeneration (Macugen), Parkinson’s disease (Mirapex),
hypertension (Exforge and Olmetec), multiple sclerosis (Rebif) and
chronic obstructive pulmonary disease (Spiriva) 2,251 1,789 1,374 26 30

@ Represents direct sales under license agreement with Eisai Co., Ltd.
Certain amounts and percentages may reflect rounding adjustments.

Pharmaceutical—Selected Product Descriptions

< Lipitor, forthe treatment of elevated LDL-cholesterol levels in the blood, is the most widely used prescription treatment for lowering cholesterol and the best-selling

pharmaceutical product of any kind in the world. Lipitor recorded worldwide revenues of $12.4 billion in 2008, a decrease of 2% compared to 2007 despite the favorable

impact of foreign exchange, which increased revenues by approximately $310 million, or 2%. In the U.S., revenues of $6.3 billion in 2008 declined 12% compared to 2007.
Internationally, Lipitor revenues in 2008 increased 11% compared to 2007, with 6% due to the favorable impact of foreign exchange.
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The decrease in Lipitor worldwide revenues in 2008 compared to 2007 was driven by a combination of factors, including the following:

o the impact of an intensely competitive lipid-lowering market, with competition from multi-source generic simvastatin and branded products in the U.S.;
o increased payer pressure in the U.S.; and

o slower growth in the lipid-lowering market, due in part to a slower rate of growth in the Medicare Part D population and heightened overall patient cost-sensitivity in the
U.S., resulting in a softening overall market demand,

partially offset by:

o the favorable impact of foreign exchange; and
o operational growth internationally.

See Notes to Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies for a discussion of recent developments with respect to certain patent
and product litigation relating to Lipitor.

Norvasc, for treating hypertension, lost exclusivity in the U.S. in March 2007. Norvasc also experienced patent expirations in most other major markets, with the exception
of Canada. Norvasc worldwide revenues in 2008 decreased 25% compared to 2007.

See Notes to Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies for a discussion of recent developments with respect to certain patent
litigation relating to Norvasc.

« Chantix/Champix, the first new prescription treatment to aid smoking cessation in nearly a decade, became available to patients in the U.S. in August 2006 and in select
E.U. markets in December 2006 and has been launched in all major markets. Chantix/Champix has been prescribed to more than ten million patients globally since its
launch. Chantix/Champix recorded worldwide revenues of $846 million in 2008, a decrease of 4% compared to 2007. In the U.S., revenues of $489 million in 2008
declined 30% compared to the same period in 2007 following changes to the Chantix U.S. label during 2008. Internationally, revenues of $357 million in 2008 increased
95% compared to 2007, due primarily to launches in additional countries and continued growth in the U.K., Spain, Canada, Belgium and Japan.

In January 2008, we added a warning to Chantix’s label in the U.S. that patients who are attempting to quit smoking by taking Chantix should be observed by a physician for
neuropsychiatric symptoms like changes in behavior, agitation, depressed mood, suicidal ideation and suicidal behavior. A causal relationship between Chantix and these
reported symptoms has not been established.

In May 2008, we updated the Chantix label in the U.S. to provide further guidance about the use of Chantix. The updated label advises that patients should stop taking
Chantix and contact their healthcare provider immediately if agitation, depressed mood, or changes in behavior that are not typical for them are observed, or if they develop
suicidal thoughts or suicidal behavior.

U.S. prescription trends and U.S. revenues for Chantix have declined following the addition of the warnings to the product’s label in the U.S. We are continuing our
educational and promotional efforts, which are focused on the Chantix benefit-risk proposition, the significant health consequences of smoking and the importance of the
physician-patient dialogue in helping patients quit smoking. In September 2008, the U.S. branded direct-to-consumer campaign was relaunched with print, television and
web advertising.

See Notes to Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies for a discussion of recent developments with respect to certain product
litigation relating to Chantix.

« Caduet , a single pill therapy combining Norvasc and Lipitor, recorded worldwide revenues of $589 million, an increase of 4% for 2008, compared to 2007, due primarily to
growth in new launch countries, partially offset by lower revenues in the U.S., due to the introduction of generic amlodipine besylate and increased competition in the
hypertension market. A more focused message platform and highly targeted consumer campaign have recently stabilized the rate of new patient starts in the U.S.

« Lyrica , indicated for the management of post-herpetic neuralgia (PHN), diabetic peripheral neuropathy (DPN) and fibromyalgia, and as adjunctive therapy for adult
patients with partial onset seizures in the U.S., and for neuropathic pain and general anxiety disorder (GAD) outside the U.S., recorded worldwide revenues of $2.6 billion
in 2008, an increase of 41% compared to 2007. In June 2007, Lyrica was approved in the U.S. for the management of fibromyalgia, one of the most common chronic,
widespread pain conditions, which affects more than five million Americans. Lyrica is the leading branded treatment for fibromyalgia, PHN and DPN in the U.S.

In July 2008, an FDA advisory committee concurred with the FDA's finding of a potential increased signal regarding suicidal thoughts and behavior for the class of 11
epilepsy drugs reviewed, including Lyrica and Neurontin. However, the committee determined that the available data did not warrant black box labeling as had been
recommended by the FDA. We are confident in the efficacy and safety profile of Lyrica and Neurontin for their approved indications. We have conducted an extensive review
of controlled clinical trials and post-marketing reports for both medicines, which showed no evidence of an increased signal
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regarding suicidal thoughts and behavior. We are working closely with the FDA to update the labeling for these products and we hope that the labeling change will further
facilitate important dialogue between patients and their doctors when considering treatment options.

* Geodon/Zeldox , a psychotropic agent, is a dopamine and serotonin receptor antagonist indicated for the treatment of schizophrenia and acute manic or mixed episodes
associated with bipolar disorder. It is available in both an oral capsule and rapid-acting intramuscular formulation. In 2008, Geodon worldwide revenues grew 18%,
compared to 2007. Geodon is supported by Pfizer's recently launched psychiatric field force and Geodon's efficacy and favorable tolerability and metabolic profiles.

* Celebrex, atreatment for the signs and symptoms of osteoarthritis and rheumatoid arthritis and acute pain in adults, experienced a 9% increase in worldwide revenues to
$2.5 billion in 2008, supported by continued educational and promotional efforts highlighting Celebrex’s efficacy and safety profile.

See Notes to Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies for a discussion of recent developments with respect to certain patent
and product litigation relating to Celebrex.

« Zyvox is the world’s best-selling branded agent for the treatment of certain serious Gram-positive pathogens, including Methicillin-Resistant Staphylococcus-Aureus
(MRSA). MRSA remains a serious and growing threat in hospitals and the community. Zyvox is an excellent first-line choice for the treatment of adults and children with
complicated skin and skin structure infections and nosocomial pneumonia due to known or suspected MRSA. Zyvox is the only FDA approved agent for MRSA that offers
intravenous and oral formulations for these indications. Its unique mechanism of action minimizes the potential for cross-resistance. To date, more than three million
patients have been treated worldwide. Zyvox worldwide sales grew 18% to $1.1 billion in 2008.

* Selzentry/Celsentri (maraviroc tablets), a CCR5 antagonist, is the first in a new class of oral HIV medicines in more than a decade known as CCR5 antagonists. CCR5
antagonists work by blocking the CCR5 co-receptor, the virus’ predominant entry route into T-cells. Selzentry/Celsentri stops the R5 virus on the outside surface of the
cells before it enters, rather than fighting the virus inside, as do all other classes of oral HIV medicines. Selzentry/Celsentri was approved in the U.S. and in Europe in 2007
and in Japan in 2008, and is indicated for combination anti-retroviral treatment of treatment-experienced adults infected with only CCR5-tropic HIV-1, who have evidence
of viral replication and have HIV-1 strains resistant to multiple anti-retroviral agents. A diagnostic test confirms whether a patient is infected with CCR5-tropic HIV-1, which
is also known as “R5-virus.” We accelerated the Selzentry/Celsentri development program to make it available to patients in need. Performance has been driven by
increased access and reimbursement of tropism testing, targeted promotion and combination therapy with new agents.

« Viagra remains the leading treatment for erectile dysfunction and one of the world’s most recognized pharmaceutical brands after more than a decade. Viagra worldwide
revenues grew 10% in 2008, compared to 2007.

See Notes to Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies for a discussion of recent developments with respect to certain product
litigation relating to Viagra.

« Detrol/Detrol LA, a muscarinic receptor antagonist, is the most prescribed branded medicine worldwide for overactive bladder. Detrol LA is an extended-release
formulation taken once a day. Detrol/Detrol LA worldwide revenues grew 2% to $1.2 billion in 2008, compared to 2007.

See Notes to Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies for a discussion of recent developments with respect to certain patent
litigation relating to Detrol/Detrol LA.

« Sutent, for the treatment of advanced renal cell carcinoma, including metastatic renal cell carcinoma, and gastrointestinal stromal tumors (GIST) after disease progression
on, or intolerance to, imatinib mesylate, was launched in the U.S. in January 2006. It has now been launched in all major markets, including Japan, where it was approved
in April 2008 for the treatment of GIST, after failure of imatinib treatment due to resistance, and for renal cell carcinoma not indicated for curative resection and mRCC.
Sutent recorded worldwide revenues of $847 million in 2008, an increase of 46% compared to 2007. We continue to drive growth in the U.S. and internationally, supported
by cost-effectiveness data and efficacy data in first-line mRCC—including 2-year survival data, which represents the first time overall survival of two years has been seen
in the treatment of advanced kidney cancer, as well as through strong promotional efforts and the promotion of access and health care coverage. As of September 30,
2008, Sutent was the best-selling medicine in the world for the treatment of first-line mRCC.

« Camptosar, indicated as first-line therapy for metastatic colorectal cancer in combination with 5-fluorouracil and leucovorin, lost exclusivity in the U.S. in February 2008. It
is also indicated for patients in whom metastatic colorectal cancer has recurred or progressed following initial fluorouracil-based therapy. Camptosar is for intravenous use
only. Camptosar worldwide revenues decreased 42% to $563 million in 2008, compared to 2007.

« Xalatan , a prostaglandin, is the world’s leading branded agent to reduce elevated eye pressure in patients with open-angle glaucoma or ocular hypertension. Xalatan's
proven clinical benefits and studies demonstrating long-term safety should support the continued growth of this important medicine. Xalacom, a fixed combination
prostaglandin (Xalatan) and beta blocker (timolol), is available outside the U.S. Xalatan/Xalacom worldwide revenues grew 9% in 2008, compared to 2007.

* Genotropin , the world's leading human growth hormone, is used in children for the treatment of short stature with growth hormone deficiency, Prader-Willi Syndrome,
Turner Syndrome, Small for Gestational Age Syndrome, Idiopathic Short Stature (in the U.S. only) and Chronic Renal Insufficiency (outside the U.S. only), as well as in
adults with growth hormone deficiency. Genotropin worldwide revenues grew 6% in 2008 to $898 million, compared to 2007, driven by its broad platform of innovative
injection-delivery devices.
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* Zyrtec/Zyrtec D allergy medicines experienced a 92% decline in worldwide revenues in 2008 compared to 2007, following the loss of U.S. exclusivity in January 2008.
Since we sold our rights to market Zyrtec/Zyrtec D over-the-counter in connection with the sale of our Consumer Healthcare business, we ceased selling this product in
late January 2008.

« Alliance revenues reflect revenues primarily associated with our co-promotion of Aricept, Rebif and Spiriva.

— Aricept , discovered and developed by our alliance partner Eisai Co., Ltd, is the world's leading medicine to treat symptoms of Alzheimer’s disease. See Notes to
Consolidated Financial Statements— Note 19. Legal Proceedings and Contingencies for a discussion of certain patent litigation relating to Aricept.

— Rebif , discovered and developed by EMD Serono, Inc. (Serono), is used to treat symptoms of relapsing forms of multiple sclerosis. Pfizer co-promotes Rebif with
Serono in the U.S.

— Spiriva , discovered and developed by our alliance partner Boehringer Ingelheim, is used to treat chronic obstructive pulmonary disease, a chronic respiratory disorder
that includes chronic bronchitis and emphysema.

Alliances allow us to co-promote or license these products for sale in certain countries. Under the co-promotion agreements, these products are marketed and promoted
with our alliance partners. We provide funding through cash, staff and other resources to sell, market, promote and further develop these products.

Product Developments

We continue to invest in R&D to provide future sources of revenues through the development of new products, as well as through additional uses for existing in-line and
alliance products, and we have taken important steps to prioritize our research and development portfolio to maximize value. After a review of all our therapeutic areas, in
2008, we announced our decision to exit certain disease areas—anemia, atherosclerosis/hyperlipidemia, bone health/frailty, gastrointestinal, heart failure, liver fibrosis,
muscle, obesity, osteoarthritis (disease modifying concepts only) and peripheral arterial disease—and give higher priority to the following disease areas: Alzheimer's disease,
diabetes, inflammation/immunology, oncology, pain and psychoses (schizophrenia). We also will continue to work in many other disease areas, such as asthma, chronic
obstructive pulmonary disorder, genitourinary, infectious diseases, ophthalmology, smoking cessation, thrombosis and transplant, among others. These decisions did not
affect our portfolio of marketed products, the development of compounds currently in Phase 3 or any launches planned over the next three years. Notwithstanding our efforts,
there are no assurances as to when, or if, we will receive regulatory approval for additional indications for existing products or any of our other products in development. Below
are significant regulatory actions by, and filings pending with, the FDA and regulatory authorities in the E.U. and Japan.

Recent FDA approvals:

PRODUCT INDICATION DATE APPROVED
Toviaz (fesoterodine) Treatment of overactive bladder October 2008
Zmax Community-acquired pneumonia—Pediatric filing October 2008

Pending U.S. new drug applications (NDAs) and suppl  emental filings:

PRODUCT INDICATION DATE SUBMITTED
Selzentry (maraviroc) HIV in treatment-naive patients December 2008
Geodon Maintenance treatment of bipolar mania December 2008
Geodon Treatment of bipolar disorders—Pediatric filing October 2008
Fablyn (lasofoxifene) Treatment of osteoporosis December 2007
Spiriva Respimat device for chronic obstructive pulmonary disease November 2007
Zmax Treatment of bacterial infections—sustained release—acute otitis media (AOM) and sinusitis—Pediatric filing November 2006
Vfend Treatment of fungal infections—Pediatric filing June 2005

Thelin Treatment of pulmonary arterial hypertension (PAH) May 2005

We received “not-approvable” letters from the FDA for Fablyn (lasofoxifene) for the prevention of post-menopausal osteoporosis in September 2005 and for the treatment of
vaginal atrophy in January 2006. We submitted a new NDA for the treatment of osteoporosis in post-menopausal women in December 2007, including the three-year interim
data from the Postmenopausal Evaluation And Risk-reduction with Lasofoxifene (PEARL) study in support of the new NDA. In September 2008, nine of the 13 members of an
FDA advisory committee concluded that there is a population of women with post-menopausal osteoporosis for which the benefit of treatment with Fablyn is likely to outweigh
the risks. In January 2009, we received a “complete response” letter from the FDA for the Fablyn submission. The FDA is seeking additional data and we are working with the
FDA to determine the appropriate next steps regarding our application.

In September 2008, we received a “complete response” letter from the FDA for the Spiriva Respimat submission. The FDA is seeking additional data and we are working with
the FDA to provide the additional information.
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In September 2007, we received an "approvable” letter from the FDA for Zmax that sets forth requirements to obtain approval for the pediatric AOM indication based on
pharmacokinetic data. A supplemental filing for pediatric AOM and sinusitis remains under review.

In December 2005, we received an "approvable" letter from the FDA for our Vfend pediatric filing, which sets forth the additional requirements for approval. We have been
systematically working through these requirements and addressing the FDA's concerns, including initiating an additional pharmacokinetics study in November 2008.

In June 2008, we completed the acquisition of Encysive, whose main product is Thelin. In June 2007, Encysive received a third "approvable"” letter from the FDA for Thelin for
the treatment of PAH. We began an additional Phase 3 clinical trial in patients with PAH during the fourth quarter of 2008 to address the concerns of the FDA regarding
efficacy as reflected in that letter.

In September 2008, we announced that we would globally withdraw all dalbavancin marketing applications for the treatment of complicated skin and skin structure gram-
positive bacterial infections in adults, including the U.S. NDA and the European marketing authorization application. We plan to conduct an additional Phase 3 clinical trial to
support planned future regulatory submissions. A pediatric program with dalbavancin is also planned.

Regulatory approvals and filings in the E.U. and Ja  pan:

DATE DATE
PRODUCT DESCRIPTION OF EVENT APPROVED SUBMITTED
Zithromac Approval in Japan for bacterial infections January 2009 —
Celsentri (maraviroc) Application submitted in the E.U. for HIV in treatment-naive patients January 2009

Approval in Japan for HIV in treatment-experienced patients

December 2008

Genotropin Approval in Japan for treatment of short stature/growth problems December 2008 —

Geodon Application submitted in the E.U. for pediatric bipolar disorders — October 2008

rifabutin Approval in Japan for mycobacterium infection July 2008 —

Macugen Approval in Japan for treatment of age-related macular degeneration July 2008 —

Lyrica Application submitted in Japan for the treatment of pain associated with post-herpetic neuralgia — May 2008
Application submitted in the E.U. for the treatment of fiboromyalgia — March 2008

Sutent Approval in Japan for treatment of mMRCC and GIST April 2008 —

Xalacom Application submitted in Japan for the treatment of glaucoma — February 2008

sildenafil Approval in Japan for treatment of PAH January 2008 —

Fablyn (lasofoxifene) @ Application submitted in the E.U. for the treatment of osteoporosis — January 2008

Chantix/Champix Approval in Japan as an aid to smoking cessation January 2008 —

Caduet Application submitted in Japan for hypertension — November 2007

Celebrex Application submitted in Japan for treatment of lower-back pain — February 2007

@in December 2008, the Committee for Medicinal Products for Human Use (CHMP) issued a positive opinion recommending that the European Commission grant marketing

authorization for Fablyn (lasofoxifene) as a treatment for osteoporosis in post-menopausal women at increased risk of fracture in Europe.

Ongoing or planned clinical trials for additional u

ses and dosage forms for our in

-line products include:

PRODUCT

INDICATION

Celebrex

Acute gouty arthritis

Eraxis/Vfend Combination

Aspergillosis fungal infections

Lyrica Epilepsy monotherapy; post-operative pain; GAD; restless legs syndrome

Macugen Diabetic macular edema

Revatio Pediatric pulmonary arterial hypertension

Sutent Breast cancer; colorectal cancer; non-small cell lung cancer; prostate cancer; liver cancer

Zithromax/chloroquine Malaria

New drug candidates in late-stage development include: axitinib, a multi-targeted kinase inhibitor for the treatment of renal cell carcinoma; Dimebon, a novel mitochondrial
protectant and enhancer being developed in partnership with Medivation for the treatment of Alzheimer's disease; CP-751871, an anti-insulin-like growth factor receptor 1
(IGF1R) human monoclonal antibody for the treatment of non-small cell lung cancer; dalbavancin, for the treatment of skin and skin structure infections; tanezumab, an anti-
nerve growth factor monoclonal antibody for the treatment of pain; and apixaban, for the prevention and treatment of venous thromboembolism and the prevention of stroke in
patients with atrial fibrillation, which is being developed in collaboration with BMS.
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In February 2009, we terminated the development programs for PD-332334, an alpha2delta ligand compound for the treatment of GAD, and esreboxetine, for the treatment of
fibromyalgia, because it was considered unlikely that either compound would provide meaningful benefit to patients beyond the current standard of care.

In January 2009, we terminated the development program for axitinib, a multi-targeted kinase inhibitor, for the treatment of pancreatic cancer, after the review of interim data
showed that the trial would not demonstrate superiority to the current standard of care.

In November 2008, we terminated the development program for CP-945,598, a cannabinoid-1 receptor antagonist for the treatment of obesity, based on changing regulatory
perspectives on the benefit-risk profile of the cannabinoid-1 class and likely new regulatory requirements for approval.

In April 2008, we announced the discontinuation of a Phase 3 clinical trial of single-agent tremelimumab (CP-675,206), an anti-CTLA4 monoclonal antibody, in patients with
advanced melanoma, after the review of interim data showed that the trial would not demonstrate superiority to standard chemotherapy.

Additional product-related programs are in various stages of discovery and development. Also, see the discussion in the “Our Strategic Initiatives—Strategy and Recent
Transactions: Acquisitions, Licensing and Collaborations” section of this Financial Review.

Animal Health
Revenues of our Animal Health business follow:

YEAR ENDED DECEMBER 31, % CHANGE
(MILLIONS OF DOLLARS) 2008 2007 2006 08/07 07/06
Livestock products $ 1,784 $ 1654 $ 1,458 8 13
Companion animal products 1,041 985 853 6 15
Total Animal Health $ 2,825 $ 2,639 $ 2,311 7 14

Our Animal Health business is one of the largest in the world.
The increase in Animal Health revenues in 2008, compared to 2007, was primarily attributable to:
« for livestock products, the continued good performance of our cattle biologicals and intramammaries franchises in 2008;

« for companion animal products, the good performances of Revolution (a parasiticide for dogs and cats), and new product launches, such as Convenia ( first-in-class
single-dose treatment antibiotic therapy for dogs and cats), Cerenia (treatment and prevention of vomiting in dogs) and Improvac (boar taint vaccine for pigs); and

« the favorable impact of foreign exchange, which increased revenues by 3%.
The increase in Animal Health revenues in 2007, compared to 2006, was primarily attributable to:

« for livestock products, the continued good performance of our cattle biologicals and intramammaries franchises in 2007, as well as revenues from Embrex, which we
acquired in the first quarter of 2007;

« for companion animal products, the good performances of Revolution; Rimadyl (for treatment of pain and inflammation associated with canine osteoarthritis and soft-tissue
orthopedic surgery); and new product launches, such as Convenia, Slentrol (weight management for dogs) and Cerenia; and

« the favorable impact of foreign exchange, which increased revenues by 5%.
Costs and Expenses

Cost of Sales

Cost of sales decreased 28% in 2008, while revenues were essentially flat in 2008, and cost of sales increased 47% in 2007, while revenues were flat in 2007. Cost of sales
as a percentage of revenues decreased in 2008 compared to 2007 and increased in 2007 compared to 2006.

Cost of sales in 2008, compared to 2007, decreased as a result of:

« asset impairment charges, write-offs and other exit costs associated with Exubera of $2.6 billion recorded in 2007 (see the “Our 2008 Performance: Certain Charges—
Exubera” section of this Financial Review);

« savings related to our cost-reduction initiatives; and

« the favorable impact of foreign exchange on expenses,
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partially offset by:

the impact of higher implementation costs associated with our cost-reduction initiatives of $745 million in 2008, compared to $700 million in 2007.

Cost of sales in 2007, compared to 2006, increased as a result of:

.

asset impairment charges, write-offs and other exit costs associated with Exubera of $2.6 billion recorded in 2007 (see the “Our 2008 Performance: Certain Charges—
Exubera” section of this Financial Review);

the unfavorable impact of foreign exchange on expenses;
the impact of higher implementation costs associated with our cost-reduction initiatives of $700 million in 2007, compared to $392 million in 2006; and

costs of $194 million for 2007, related to business transition activities associated with the sale of our Consumer Healthcare business, completed in December 2006,

partially offset by:

.

savings related to our cost-reduction initiatives.

Selling, Informational and Administrative (SI&A) Ex  penses
SI&A expenses decreased 7% in 2008, compared to 2007, which reflects:

.

savings related to our cost-reduction initiatives; and

charges associated with Exubera of $85 million recorded in 2007 (see the “Our 2008 Performance: Certain Charges—Exubera” section of this Financial Review),

partially offset by:

.

the unfavorable impact of foreign exchange on expenses; and

the impact of higher implementation costs associated with our cost-reduction initiatives of $413 million in 2008, compared to $334 million in 2007.

SI&A expenses in 2007 were comparable to 2006, which reflects:

.

savings related to our cost-reduction initiatives,

offset by:

.

the unfavorable impact of foreign exchange on expenses;
the impact of higher implementation costs associated with our cost-reduction initiatives of $334 million in 2007, compared to $243 million in 2006; and

charges associated with Exubera of $85 million recorded in 2007 (see the “Our 2008 Performance: Certain Charges—Exubera” section of this Financial Review).

Research and Development (R&D) Expenses
R&D expenses decreased 2% in 2008, compared to 2007, which reflects:

.

the up-front payment to Bristol-Myers Squibb Company (BMS) of $250 million and additional payments to BMS related to product development efforts, in connection with
our collaboration to develop and commercialize apixaban, recorded in 2007;

exit costs, such as contract termination costs, associated with Exubera of $100 million recorded in 2007 (see the “Our 2008 Performance: Certain Charges—Exubera”
section of this Financial Review); and

savings related to our cost-reduction initiatives,
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partially offset by:

« the impact of higher implementation costs associated with our cost-reduction initiatives of $433 million in 2008, compared to $416 million in 2007;

« the up-front payment to Medivation of $225 million in connection with our collaboration to develop and commercialize Dimebon, recorded in 2008; and
« higher R&D spending in 2008 related to clinical trials for our expanded Phase 3 portfolio.

R&D expenses increased 6% in 2007, compared to 2006, which reflects:

« the impact of higher implementation costs associated with our cost-reduction initiatives of $416 million in 2007, compared to $176 million in 2006;

« the up-front payment to BMS of $250 million and additional payments to BMS related to product development efforts, in connection with our collaboration to develop and
commercialize apixaban, recorded in 2007;

« the unfavorable impact of foreign exchange on expenses;
* aone-time R&D milestone due to us from sanofi-aventis (approximately $118 million) recorded in 2006; and

e exit costs, such as contract termination costs, associated with Exubera of $100 million recorded in 2007 (see the “Our 2008 Performance: Certain Charges—Exubera”
section of this Financial Review),

partially offset by:
« savings related to our cost-reduction initiatives.

R&D expenses also include payments for intellectual property rights of $377 million in 2008, $603 million in 2007 and $292 million in 2006. (For further discussion, see the
“Our Strategic Initiatives—Strategy and Recent Transactions: Acquisitions, Licensing and Collaborations” section of this Financial Review.)

Acquisition-Related In-Process Research and Develop =~ ment Charges

The estimated value of acquisition-related IPR&D is expensed at the acquisition date. In 2008, we expensed $633 million of IPR&D, primarily related to our acquisitions of
Serenex, Encysive, CovX, Coley and a number of animal health product lines from Schering-Plough Corporation, as well as two smaller acquisitions also related to Animal
Health. In 2007, we expensed $283 million of IPR&D, primarily related to our acquisitions of BioRexis and Embrex. In 2006, we expensed $835 million of IPR&D, primarily
related to our acquisitions of Rinat and PowderMed.

Cost-Reduction Initiatives

In connection with our cost-reduction and transformation initiatives launched in early 2005, broadened in October 2006 and expanded in January 2007, to change the way we
run our business to meet the challenges of a changing business environment and take advantage of the diverse opportunities in the marketplace, our management performed
a comprehensive review of our processes, organizations, systems and decision-making procedures in a company-wide effort to improve performance and efficiency. We are
generating net cost reductions through site rationalization in R&D and manufacturing, streamlined organizational structures, sales force and staff function reductions, and
increased outsourcing and procurement savings.

In 2008 and 2007, we achieved a total net reduction of the pre-tax total expense component of Adjusted income of $2.8 billion, compared to 2006 on a constant currency
basis (the actual foreign exchange rates in effect in 2006). (For an understanding of Adjusted income, see the “Adjusted Income” section of this Financial Review.)

The actions associated with the expanded cost-reduction initiatives resulted in restructuring charges, such as asset impairments, exit costs and severance costs (including
any related impacts to our benefit plans, including settlements and curtailments) and associated implementation costs, such as accelerated depreciation charges, primarily
associated with supply network transformation efforts, and expenses associated with system and process standardization and the expansion of shared services worldwide.
(See Notes to Consolidated Financial Statements— Note 5. Cost-Reduction Initiatives. ) The strengthening of the euro and other currencies relative to the dollar, while
favorable on Revenues , has had an adverse impact on our total expenses ( Cost of sales, Selling, administrative and informational expenses, and Research and
development expenses ), including the reported impact of these cost-reduction efforts.

On January 26, 2009, we announced the implementation of a new cost-reduction initiative that we anticipate will achieve a reduction in adjusted total costs of approximately
$3 billion, at 2008 actual foreign exchange rates, by the end of 2011, compared with our 2008 adjusted total costs. We expect that this program will be completed by the end
of 2010, with full savings to be realized by the end of 2011. We plan to reinvest approximately $1 billion of these savings in the business, resulting in an expected $2 billion net
decrease compared to our 2008 adjusted total costs. (For an understanding of Adjusted income, see the “Adjusted income” section of this Financial Review).
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As part of this new cost-reduction initiative, we intend to reduce our total worldwide workforce by approximately 10%. Reductions will span sales, manufacturing, research and
development, and administrative organizations. We expect to incur costs related to this new cost-reduction initiative of approximately $6 billion, pre-tax, of which $1.5 billion
was recorded in 2008.

We incurred the following costs in connection with all of our cost-reduction initiatives:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006

Implementation costs @ $ 1,605 $ 1,389 $ 788
Restructuring charges (0) 2,626 2,523 1,296
Total costs related to our cost-reduction initiatives $ 4,231 $ 3,912 $ 2,084

@For 2008, included in Cost of sales ($745 million), Selling, informational and administrative expenses ($413 million), Research and development expenses ($433 million)
and Other (income)/deductions —net ($14 million). For 2007, included in Cost of sales ($700 million), Selling, informational and administrative expenses ($334 million),
Research and development expenses ($416 million) and Other (income)/deductions —net ($61 million income). For 2006, included in Cost of sales ($392 million), Selling,
informational and administrative expenses ($243 million), Research and development expenses ($176 million) and Other (income)/deductions—net ($23 million income).

®included in Restructuring charges and acquisition-related costs .

From the beginning of the cost-reduction and transformation initiatives in 2005 through December 31, 2008, the restructuring charges primarily relate to our supply network
transformation efforts and the restructuring of our worldwide marketing and research and development operations, and the implementation costs primarily relate to accelerated
depreciation of certain assets, as well as system and process standardization and the expansion of shared services.

The components of restructuring charges associated with all of our cost-reduction initiatives follow:

ACTIVITY ACCRUAL
THROUGH AS OF

COSTS INCURRED DECEMBER 31,  DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006 2005-2008 2008 @ 2008 ®
Employee termination costs $2,004 $2,034 $ 809 $5,150 $3,045 $2,105
Asset impairments 543 260 368 1,293 1,293 —
Other 79 229 119 440 390 50
Total $2,626  $2,523 _ $1,296 $6,883 $4,728 $2,155

@ Includes adjustments for foreign currency translation.

®) |ncluded in Other current liabilities ($1.5 billion) and Other noncurrent liabilities ($636 million).

From the beginning of the cost-reduction and transformation initiatives in 2005 through December 31, 2008, Employee termination costs represent the expected reduction of
the workforce by 30,700 employees, mainly in manufacturing, sales and research; and approximately 19,500 of these employees have been terminated. Employee termination
costs are recorded when the actions are probable and estimable and include accrued severance benefits, pension and postretirement benefits. Asset impairments primarily
include charges to write down property, plant and equipment. Other primarily includes costs to exit certain activities.

Other (Income)/Deductions—Net

In 2008, we recorded charges of approximately $2.3 billion resulting from an agreement in principle with the U.S. Department of Justice to resolve the previously reported
investigation regarding allegations of past off-label promotional practices concerning Bextra, as well as certain other open investigations, and charges of approximately $900
million related to agreements and agreements in principle to resolve certain NSAID litigation and claims (see the “Our 2008 Performance: Certain Charges—Bextra and
Certain Other Investigations and Certain Charges—Certain Product Litigation—Celebrex and Bextra” sections of this Financial Review). Also in 2008, we recorded lower net
interest income of $772 million, compared to $1.1 billion in 2007, due primarily to lower average net financial assets, reflecting proceeds of $16.6 billion from the sale of our
Consumer Healthcare business in late December 2006, and lower interest rates, which were partially offset by the receipt of a one-time cash payment of $425 million, pre-tax,
in exchange for the termination of a license agreement, including the right to receive future royalties.

In 2007, we recorded higher net interest income of $1.1 billion compared to $437 million in 2006, due primarily to higher average net financial assets during 2007, reflecting
proceeds of $16.6 billion from the sale of our Consumer Healthcare business, and higher interest rates. Also in 2007, we recorded a gain of $211 million related to the sale of
a building in Korea. In 2006, we recorded a charge of $320 million related to the impairment of our Depo-Provera intangible asset. See also Notes to Consolidated Financial
Statements— Note 6. Other (Income)/Deductions—Net .

Provision for Taxes on Income

Our overall effective tax rate for continuing operations was 17.0% in 2008, 11.0% in 2007 and 15.3% in 2006. The tax rate in 2008 reflects the impact of the agreements and
the agreements in principle to resolve certain legal matters in 2008, which are either not deductible or deductible at lower tax rates, higher acquired IPR&D expenses in 2008,
which are primarily not deductible for tax purposes, and the change in the jurisdictional mix of income, partially offset by the tax benefits discussed below.

In the second quarter of 2008, we effectively settled certain issues common among multinational corporations with various foreign tax authorities primarily relating to years
2000 through 2005. As a result, we recognized $305 million in tax benefits. Also, in the
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second quarter of 2008, we sold one of our biopharmaceutical companies, Esperion Therapeutics, Inc. (Esperion), to a newly formed company that is majority-owned by a
group of venture capital firms. The sale, for nominal consideration, resulted in a loss for tax purposes that reduced our tax expense by $426 million. This tax benefit is a result
of the significant initial investment in Esperion in 2004, primarily reported on the consolidated statement of income as Acquisition-related in-process research and
development charges at acquisition date.

On October 3, 2008, the Tax Extenders and Alternative Minimum Tax Relief Act (the Extenders Act) extended the research and development tax credit from January 1, 2008,
through December 31, 2009. The research and development credit reduced income tax expense in 2008 by approximately $110 million.

The lower tax rate in 2007 compared to 2006 is primarily due to the impact of charges associated with our decision to exit Exubera (see the “Our 2008 Performance: Certain
Charges—Exubera” section of this Financial Review), higher charges related to our cost-reduction initiatives in 2007, lower non-deductible charges for acquisition-related
IPR&D, and the volume and geographic mix of product sales and restructuring charges in 2007 compared to 2006, partially offset by certain one-time tax benefits in 2006, all
discussed below.

In the third quarter of 2006, we recorded a decrease to the 2005 estimated U.S. tax provision related to the repatriation of foreign earnings, due primarily to the receipt of
information that raised our assessment of the likelihood of prevailing on the technical merits of a certain position, and we recognized a tax benefit of $124 million.

In the first quarter of 2006, we were notified by the Internal Revenue Service (IRS) Appeals Division that a resolution had been reached on the matter that we were in the
process of appealing related to the tax deductibility of an acquisition-related breakup fee paid by the Warner-Lambert Company in 2000. As a result, in the first quarter of
2006, we recorded a tax benefit of approximately $441 million related to the resolution of this issue.

On January 23, 2006, the IRS issued final regulations on Statutory Mergers and Consolidations, which impacted certain prior-period transactions. In the first quarter of 2006,
we recorded a tax benefit of $217 million, reflecting the total impact of these regulations.

Discontinued Operations—Net of Tax

For further discussion about our dispositions, see the “Our Strategic Initiatives—Strategy and Recent Transactions: Dispositions” section of this Financial Review. The
following amounts, primarily related to our former Consumer Healthcare business, have been segregated from continuing operations and included in Discontinued
operations—net of tax in the consolidated statements of income:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
Revenues $ — $ — $ 4,044
Pre-tax income/(loss) 3) (5) 643
Benefit/(provision) for taxes on income @ 1 2 (210)
Income/(loss) from operations of discontinued businesses—net of tax (2) 3) 433
Pre-tax gains/(losses) on sales of discontinued businesses 6 (168) 10,243
(Benefit)/provision for taxes on gains ®) 74 102 (2,363)
Gains/(losses) on sales of discontinued businesses—net of tax 80 (66) 7,880
Discontinued operations—net of tax $ 78 $ (69) $ 8,313

@ Includes a deferred tax expense of nil in 2008 and 2007, and $24 million in 2006.
(®) Includes a deferred tax benefit of nil in 2008 and 2007, and $444 million in 2006.

Adjusted Income

General Description of Adjusted Income Measure

Adjusted income is an alternative view of performance used by management and we believe that investors’ understanding of our performance is enhanced by disclosing this
performance measure. We report Adjusted income in order to portray the results of our major operations—the discovery, development, manufacture, marketing and sale of
prescription medicines for humans and animals—prior to considering certain income statement elements. We have defined Adjusted income as Net income before the impact
of purchase accounting for acquisitions, acquisition-related costs, discontinued operations and certain significant items. The Adjusted income measure is not, and should not
be viewed as, a substitute for U.S. GAAP Net income.

The Adjusted income measure is an important internal measurement for Pfizer. We measure the performance of the overall Company on this basis, in conjunction with other
performance metrics. The following are examples of how the Adjusted income measure is utilized.

* Senior management receives a monthly analysis of our operating results that is prepared on an Adjusted income basis;
* Our annual budgets are prepared on an Adjusted income basis; and
* Senior management’s annual compensation is derived, in part, using this Adjusted income measure. Adjusted income is one of the performance metrics utilized in the

determination of bonuses under the Pfizer Inc Executive Annual Incentive Plan that is designed to limit the bonuses payable to the Executive Leadership Team (ELT) for
purposes of Internal Revenue Code Section 162(m). Subject to
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the Section 162(m) limitation, the bonuses are funded from a pool based on the achievement of three financial metrics, including adjusted diluted earnings per share, which
is derived from Adjusted income. These metrics derived from Adjusted income account for (i) 17% of the target bonus for ELT members and (ii) 33% of the bonus pool made
available to ELT members and other members of senior management.

Despite the importance of this measure to management in goal setting and performance measurement, we stress that Adjusted income is a non-U.S. GAAP financial measure
that has no standardized meaning prescribed by U.S. GAAP and, therefore, has limits in its usefulness to investors. Because of its non-standardized definition, Adjusted
income (unlike U.S. GAAP Net income) may not be comparable with the calculation of similar measures for other companies. Adjusted income is presented solely to permit
investors to more fully understand how management assesses our performance.

We also recognize that, as an internal measure of performance, the Adjusted income measure has limitations and we do not restrict our performance-management process
solely to this metric. A limitation of the Adjusted income measure is that it provides a view of our operations without including all events during a period, such as the effects of
an acquisition or amortization of purchased intangibles, and does not provide a comparable view of our performance to other companies in the pharmaceutical industry. We
also use other specifically tailored tools designed to ensure the highest levels of our performance. For example, our R&D organization has productivity targets, upon which its
effectiveness is measured. In addition, Performance Share Awards grants made in 2006, 2007, 2008 and future years will be paid based on a non-discretionary formula that
measures our performance using relative total shareholder return.

Purchase Accounting Adjustments

Adjusted income is calculated prior to considering certain significant purchase-accounting impacts, such as those related to business combinations and net asset acquisitions
(see Notes to Consolidated Financial Statements— Note 2. Acquisitions) . These impacts can include charges for purchased in-process R&D, the incremental charge to cost
of sales from the sale of acquired inventory that was written up to fair value and the incremental charges related to the amortization of finite-lived intangible assets for the
increase to fair value. Therefore, the Adjusted income measure includes the revenues earned upon the sale of the acquired products without considering the aforementioned
significant charges.

Certain of the purchase-accounting adjustments associated with a business combination, such as the amortization of intangibles acquired in connection with our acquisition of
Pharmacia in 2003, can occur for up to 40 years (these assets have a weighted-average useful life of approximately nine years), but this presentation provides an alternative
view of our performance that is used by management to internally assess business performance. We believe the elimination of amortization attributable to acquired intangible
assets provides management and investors an alternative view of our business results by trying to provide a degree of parity to internally developed intangible assets for
which research and development costs have been previously expensed.

However, a completely accurate comparison of internally developed intangible assets and acquired intangible assets cannot be achieved through Adjusted income. This
component of Adjusted income is derived solely with the impacts of the items listed in the first paragraph of this section. We have not factored in the impacts of any other
differences in experience that might have occurred if we had discovered and developed those intangible assets on our own, and this approach does not intend to be
representative of the results that would have occurred in those circumstances. For example, our research and development costs in total, and in the periods presented, may
have been different; our speed to commercialization and resulting sales, if any, may have been different; or our costs to manufacture may have been different. In addition, our
marketing efforts may have been received differently by our customers. As such, in total, there can be no assurance that our Adjusted income amounts would have been the
same as presented had we discovered and developed the acquired intangible assets.

Acquisition-Related Costs

Adjusted income is calculated prior to considering integration and restructuring costs associated with business combinations because these costs are unique to each
transaction and represent costs that were incurred to restructure and integrate two businesses as a result of the acquisition decision. For additional clarity, only restructuring
and integration activities that are associated with a purchase business combination or a net-asset acquisition are included in acquisition-related costs. We have made no
adjustments for the resulting synergies.

We believe that viewing income prior to considering these charges provides investors with a useful additional perspective because the significant costs incurred in a business
combination result primarily from the need to eliminate duplicate assets, activities or employees—a natural result of acquiring a fully integrated set of activities. For this
reason, we believe that the costs incurred to convert disparate systems, to close duplicative facilities or to eliminate duplicate positions (for example, in the context of a
business combination) can be viewed differently from those costs incurred in other, more normal business contexts.

The integration and restructuring costs associated with a business combination may occur over several years, with the more significant impacts ending within three years of
the transaction. Because of the need for certain external approvals for some actions, the span of time needed to achieve certain restructuring and integration activities can be
lengthy. For example, due to the highly regulated nature of the pharmaceutical business, the closure of excess facilities can take several years, as all manufacturing changes
are subject to extensive validation and testing and must be approved by the FDA and/or other global regulatory authorities.

Discontinued Operations

Adjusted income is calculated prior to considering the results of operations included in discontinued operations, such as our Consumer Healthcare business, which we sold in
December 2006, as well as any related gains or losses on the sale of such operations. We believe that this presentation is meaningful to investors because, while we review
our businesses and product lines periodically for strategic fit with our operations, we do not build or run our businesses with an intent to sell them.
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Certain Significant Items

Adjusted income is calculated prior to considering certain significant items. Certain significant items represent substantive, unusual items that are evaluated on an individual
basis. Such evaluation considers both the quantitative and the qualitative aspect of their unusual nature. Unusual, in this context, may represent items that are not part of our
ongoing business; items that, either as a result of their nature or size, we would not expect to occur as part of our normal business on a regular basis; items that would be
non-recurring; or items that relate to products we no longer sell. While not all-inclusive, examples of items that could be included as certain significant items would be a major
non-acquisition-related restructuring charge and associated implementation costs for a program which is specific in nature with a defined term, such as those related to our
cost-reduction initiatives; charges related to certain sales or disposals of products or facilities that do not qualify as discontinued operations as defined by U.S. GAAP;
amounts associated with transition service agreements in support of discontinued operations after sale; certain intangible asset impairments; adjustments related to the
resolution of certain tax positions; the impact of adopting certain significant, event-driven tax legislation, such as adjustments associated with charges attributable to the
repatriation of foreign earnings in accordance with the American Jobs Creation Act of 2004; or possible charges related to legal matters, such as certain of those discussed in
Legal Proceedings in our Form 10-K and in Part II: Other Information; Item 1, Legal Proceedings in our Form 10-Q filings. Normal, ongoing defense costs of the Company or
settlements and accruals on legal matters made in the normal course of our business would not be considered certain significant items.

Reconciliation
A reconciliation between Net income , as reported under U.S. GAAP, and Adjusted income follows:

YEAR ENDED DECEMBER 31, % CHANGE
(MILLIONS OF DOLLARS) 2008 2007 2006 08/07 07/06
Reported net income $ 8,104 $ 8,144 $19,337 — (58)
Purchase accounting adjustments—net of tax 2,439 2,511 3,131 3) (20)
Acquisition-related costs—net of tax 39 10 14 305 (30)
Discontinued operations—net of tax (78) 69 (8,313) * *
Certain significant items—net of tax 5,862 4,379 813 34 438
Adjusted income $16,366 $15,113 $14,982 8 1

* Calculation not meaningful.
Certain amounts and percentages may reflect rounding adjustments.
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Adjusted income as shown above excludes the following items:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
Purchase accounting adjustments:

Intangible amortization and other @) $ 2,546 $ 3,101 $ 3,220

In-process research and development charges (b) 633 283 835
Total purchase accounting adjustments, pre-tax 3,179 3,384 4,055
Income taxes (740) (873) (924)
Total purchase accounting adjustments—net of tax 2,439 2,511 3,131
Acquisition-related costs:

Integration costs () 6 17 21

Restructuring charges © 43 (6) 6
Total acquisition-related costs, pre-tax 49 11 27
Income taxes (10) (1) (13)
Total acquisition-related costs—net of tax 39 10 14
Discontinued operations:

(Income)/loss from discontinued operations (@) 3 5 (643)

(Gains)/losses on sales of discontinued operations @ (6) 168 (10,243)
Total discontinued operations, pre-tax 3) 173 (10,886)
Income taxes (75) (104) 2,573
Total discontinued operations—net of tax (78) 69 (8,313)
Certain significant items:

Restructuring charges—cost-reduction initiatives © 2,626 2,523 1,296

Implementation costs—cost-reduction initiatives © 1,605 1,389 788

Legal matters @ 3,249 56 (15)

Returns liabilities adjustment () 217 _ _

Asset impairment charges and other associated costs () 213 2,798 320

Consumer Healthcare business transition activity () 7) (26) —

sanofi-aventis research and development milestone 0 — — (118)

other ®) 187 (230) (158)
Total certain significant items, pre-tax 8,090 6,510 2,113
Income taxes (2,228) (2,131) (735)
Resolution of certain tax positions U — — (441)
Tax impact of the repatriation of foreign earnings 0 — — (124)
Total certain significant items—net of tax 5,862 4,379 813
Total purchase accounting adjustments, acquisition-related costs, discontinued operations and certain significant items—net of

tax $ 8,262 $ 6,969 $ (4,355)

@included primarily in Amortization of intangible assets. (See Notes to Consolidated Financial Statements— Note 12. Goodwill and Other Intangible Assets. )
®)included in Acquisition-related in-process research and development charges. (See Notes to Consolidated Financial Statements— Note 2. Acquisitions. )
©Included in Restructuring charges and acquisition-related costs . (See Notes to Consolidated Financial Statements— Note 5. Cost-Reduction Initiatives .)

@pjscontinued operations—net of tax is primarily related to our Consumer Healthcare business. (See Notes to Consolidated Financial Statements— Note 3. Discontinued
Operations. )

®included in Cost of sales ($745 million), Selling, informational and administrative expenses ($413 million), Research and development expenses ($433 million) and Other
(income)/deductions—net ($14 million) for 2008. Included in Cost of sales ($700 million), Selling, informational and administrative expenses ($334 million), Research and
development expenses ($416 million) and Other (income)/deductions—net ($61 million income) for 2007. Included in Cost of sales ($392 million), Selling, informational and
administrative expenses ($243 million), Research and development expenses ($176 million) and Other (income)/deductions—net ($23 million income) for 2006. (See Notes
to Consolidated Financial Statements— Note 5. Cost-Reduction Initiatives .)

®Oincluded in Other (income)/deductions—net and for 2008, includes approximately $2.3 billion in charges resulting from an agreement in principle with the U.S. Department of
Justice to resolve the previously reported investigation regarding allegations of past off-label promotional practices concerning Bextra, as well as certain other open
investigations, and approximately $900 million related to the agreements and agreements in principle to resolve certain NSAID litigation and claims. (See Notes to
Consolidated Financial Statements— Note 4A. Certain Charges: Bextra and Certain Other Investigations and Note 4B. Certain Charges: Certain Product Litigation—
Celebrex and Bextra .)

@included in Revenues and reflects an adjustment to the prior years’ liabilities for product returns. (See Notes to Consolidated Financial Statements— Note 4C. Certain
Charges: Adjustment to Prior Years' Liabilities for Product Returns .)

(Min 2008, these charges primarily relate to the closing of a manufacturing plant in Italy and are included in Other (income)/deductions— net . In 2007, these charges primarily
related to the decision to exit Exubera and comprise approximately $1.1 billion of intangible asset impairments, $661 million of inventory write-offs, $454 million of fixed
asset impairments and $578 million of other exit costs and are included in Cost of sales ($2.6 billion), Selling, informational and administrative expenses ($85 million), and
Research and development expenses ($100 million). See the “Our 2008 Performance: Certain Charges—Exubera” section of this Financial Review. In 2006, $320 million



related to the impairment of the Depo-Provera intangible asset is included in Other (income)/deductions—net . (See Notes to Consolidated Financial Statements— Note
12B. Goodwill and Other Intangible Assets: Other Intangible Assets. )
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®lncluded in Revenues ($172 million), Cost of sales ($162 million) and Selling, informational and administrative expenses ($3 million) for 2008. Included in Revenues ($219
million), Cost of sales ($194 million), Selling, informational and administrative expenses ($15 million) and Other (income)/deductions—net ($16 million income) for 2007.

Dincluded in Research and development expenses .

(k)Primarin included in Other (income)/deductions—net . (See Notes to Consolidated Financial Statements— Note 6. Other (Income)/Deductions—Net. )

OlIncluded in Provision for taxes on income . (See Notes to Consolidated Financial Statements— Note 7. Taxes on Income. )

Financial Condition, Liquidity and Capital Resource s

Net Financial Assets
Our net financial asset position as of December 31 follows:

(MILLIONS OF DOLLARS) 2008 2007
Financial assets:
Cash and cash equivalents $ 2,122 $ 3,406
Short-term investments 21,609 22,069
Short-term loans 824 617
Long-term investments and loans 11,478 4,856
Total financial assets 36,033 30,948
Debt:
Short-term borrowings, including current portion of long-term debt 9,320 5,825
Long-term debt 7,963 7,314
Total debt 17,283 13,139
Net financial assets $18,750 $ 17,809

We rely largely on operating cash flow, short-term investments, short-term commercial paper borrowings and long-term debt to provide for the working capital needs of our
operations, including our R&D activities. We believe that we have the ability to obtain both short-term and long-term debt to meet our financing needs for the foreseeable
future.

On January 26, 2009, we announced that we have entered into a definitive merger agreement under which we will acquire Wyeth in a cash-and-stock transaction valued on
that date at $50.19 per share, or a total of $68 billion. We plan to finance this acquisition with a combination of cash (about $22.5 billion), debt financing (about $22.5 billion)
and the issuance of common stock (about $23.0 billion, based on the price of our common stock on January 23, 2009, the last trading day prior to our announcement on
January 26). We have received a commitment from a syndicate of banks for the debt financing related to this transaction. The financing commitment is subject to, among
other things, there being no material adverse change with respect to Pfizer and Pfizer maintaining credit ratings of A2/A long-term stable/stable and A1/P1 short-term affirmed.

Set forth below is information about our investments, credit ratings and debt capacity as of December 31, 2008.

« Investments
Our short-term and long-term investments consist primarily of high-quality, investment-grade available-for-sale debt securities. Our long-term investments include debt
securities that totaled $9.1 billion as of December 31, 2008, which have maturities ranging substantially from one to five years. Wherever possible, cash management is
centralized and intercompany financing is used to provide working capital to our operations. Where local restrictions prevent intercompany financing, working capital needs
are met through operating cash flows and/or external borrowings. Our portfolio of financial assets increased in 2008 as a result of strong operating cash flow.

« Credit Ratings
Two major corporate debt-rating organizations, Moody’s Investors Service (Moody’s) and Standard & Poor’s (S&P), assign ratings to our short-term and long-term debt. The
following chart reflects the current ratings assigned by these rating agencies to our commercial paper and senior unsecured non-credit enhanced long-term debt issued by
us:

COMMERCIAL LONG-TERM DEBT DATE OF LAST
NAME OF RATING AGENCY PAPER RATING OUTLOOK ACTION
Moody’s P-1 Aal Negative October 2007
S&P Al+ AAA Negative December 2006

On January 26, 2009, after our announcement that we had entered into a definitive merger agreement under which we will acquire Wyeth, Moody'’s put us on review for
possible downgrade and S&P put us on credit watch with negative outlook implications. We do not expect the acquisition to impact our credit ratings for commercial paper,
but we do expect a possible reduction in our long-term debt ratings, from Aal/Negative to Al/Stable long term (Moody’s) and from AAA/Negative to AA/Stable long term
(S&P).
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« Debt Capacity
We have available lines of credit and revolving-credit agreements with a group of banks and other financial intermediaries. We maintain cash and cash equivalent balances
and short-term investments in excess of our commercial paper and other short-term borrowings. As of December 31, 2008, we had access to $7.2 billion of lines of credit, of
which $5.1 billion expire within one year. Of these lines of credit, $7.1 billion are unused, of which our lenders have committed to loan us $6.1 billion at our request. $6.0
billion of the unused lines of credit, of which $4.0 billion expire in 2009 and $2.0 billion expire in 2013, may be used to support our commercial paper borrowings.

In March 2007, we filed a securities registration statement with the Securities and Exchange Commission. This registration statement was filed under the automatic “shelf
registration” process available to “well-known seasoned issuers” and is effective for three years. We can issue securities of various types under that registration statement at
any time, subject to approval by our Board of Directors in certain circumstances.

Changes in Global Financial Markets

Beginning near the end of the third quarter of 2008, dramatic changes in the global financial markets weakened global economic conditions. These changes have not had, nor
do we anticipate they will have, a significant impact on our liquidity. Due to our significant operating cash flow, financial assets, access to the capital markets and available
lines of credit and revolving-credit agreements, we continue to believe that we have the ability to meet our financing needs for the foreseeable future. As market conditions
change, we continue to monitor our liquidity position.

Goodwill and Other Intangible Assets
As of December 31, 2008, Goodwill totaled $21.5 billion (19% of our total assets) and Identifiable intangible assets, less accumulated amortization , totaled $17.7 billion (16%
of our total assets).

The components of goodwill and other identifiable intangible assets, by segment, as of December 31, 2008, follow:

ANIMAL
(MILLIONS OF DOLLARS) PHARMACEUTICAL HEALTH OTHER TOTAL
Goodwill $21,317 $129 $18 $21,464
Finite-lived intangible assets, net @ 14,313 406 69 14,788
Indefinite-lived intangible assets O 2,823 109 1 2,933

@ Includes $13.8 billion related to developed technology rights and $529 million related to brands.
®) Includes $2.9 billion related to brands.

At least annually, we review all of our intangible assets, including goodwill, for impairment. (See the “Accounting Policies: Long-Lived Assets” section of this Financial Review.)
For goodwill, volatility in securities markets and changes in Pfizer's market capitalization can impact these calculations. None of our goodwill is impaired as of December 31,
2008.

« Developed Technology Rights — Developed technology rights represent the amortized value associated with developed technology, which has been acquired from third
parties, and which can include the right to develop, use, market, sell and/or offer for sale the product, compounds and intellectual property that we have acquired with
respect to products, compounds and/or processes that have been completed. We possess a well-diversified portfolio of hundreds of developed technology rights across
therapeutic categories, primarily representing the commercialized products included in our Pharmaceutical segment that we acquired in connection with our Pharmacia
acquisition in 2003. While the Arthritis and Pain therapeutic category represents about 29% of the total amortized value of developed technology rights as of December 31,
2008, the balance of the amortized value is distributed in a range of 5% to 15% across the following Pharmaceutical therapeutic product categories: Ophthalmology;
Oncology; Urology; Infectious and Respiratory Diseases; Endocrine Disorders categories; and, as a group, the Cardiovascular and Metabolic Diseases; Central Nervous
System Disorders and All Other categories. The significant components include values determined for Celebrex, Detrol/Detrol LA, Xalatan, Genotropin and Zyvox. Also
included in this category are the post-approval milestone payments made under our alliance agreements for certain Pharmaceutical products, such as Rebif and Spiriva.

In 2007, we recorded a charge of $1.1 billion for the impairment of intangible assets (primarily developed technology rights) associated with Exubera. (See the “Our 2008
Performance: Certain Charges—Exubera” section of this Financial Review.)

* Brands — Significant components of brands include values determined for Depo-Provera contraceptive, Xanax and Medrol.
In 2006, we recorded impairment charges of approximately $320 million related to the Depo-Provera brand (see Notes to Consolidated Financial Statements— Note 6.

Other (Income)/Deductions — Net).
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Selected Measures of Liquidity and Capital Resource s
The following table sets forth certain relevant measures of our liquidity and capital resources as of December 31:

AS OF DECEMBER 31,

(MILLIONS OF DOLLARS, EXCEPT RATIOS AND PER COMMON SHARE DATA) 2008 2007
Cash and cash equivalents and short-term investments and loans $ 24,555 $ 26,092
Working capital @) $ 16,067 $ 25014
Ratio of current assets to current liabilities 1.59:1 2.15:1
Shareholders’ equity per common share ®) $ 8.56 $ 9.65

(a)Working capital includes assets held for sale of $148 million as of December 31, 2008, and $114 million as of December 31, 2007.

(b)Represents total shareholders’ equity divided by the actual number of common shares outstanding (which excludes treasury shares and those held by our employee benefit
trust).

Working capital and the ratio of current assets to current liabilities in 2008 were lower than in 2007, primarily due to:

« anincrease in liabilities of $3.2 billion, related to legal matters concerning Celebrex and Bextra. (See the “Our 2008 Performance: Certain Charges—Bextra and Certain
Other Investigations and Certain Charges—Certain Product Litigation—Celebrex and Bextra” sections of this Financial Review.)

« the unfavorable impact of foreign exchange of about $1 billion;
* anincrease in cash generated from operations being invested in long-term investments; and

« the timing of accruals, cash receipts and payments in the ordinary course of business.

Summary of Cash Flows

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
Cash provided by/(used in):
Operating activities $ 18,238 $ 13,353 $ 17,594
Investing activities (12,835) 795 5,101
Financing activities (6,560) (12,610) (23,100)
Effect of exchange-rate changes on cash and cash equivalents (127) 41 (15)
Net increase/(decrease) in cash and cash equivalents $ (1,284) $ 1,579 $ (420)

Operating Activities

Our net cash provided by continuing operating activities was $18.2 billion in 2008, compared to $13.4 billion in 2007. The increase in net cash provided by operating activities
was primarily attributable to:

* lower tax payments ($3.4 billion) made in 2008, primarily due to the higher taxes paid in 2007, substantially all of which related to the gain on the sale of our Consumer
Healthcare business in December 2006;

« the sale of certain royalty rights ($425 million); and
« the timing of other receipts and payments in the ordinary course of business.

Our net cash provided by continuing operating activities was $13.4 billion in 2007, compared to $17.6 billion in 2006. The decrease in net cash provided by operating activities
was primarily attributable to:

» higher tax payments ($2.2 billion) in 2007, related primarily to the gain on the sale of our Consumer Healthcare business in December 2006; and
« the timing of other receipts and payments in the ordinary course of business.
In 2008, the cash flow line item called Accounts payable and accrued liabilities primarily reflects the $3.2 billion accrued in 2008 for legal matters related to Celebrex and

Bextra that has not yet been paid. In 2007 and 2006, the cash flow line item called Taxes primarily reflects the taxes provided in 2006 on the gain on the sale of our Consumer
Healthcare business that were paid in 2007.
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Investing Activities

Our net cash used in investing activities was $12.8 billion in 2008, compared to net cash provided by investing activities of $795 million in 2007. The decrease in net cash
provided by investing activities was primarily attributable to:

* net purchases of investments of $8.3 billion in 2008, compared to net sales and redemptions of investments of $3.4 billion in 2007 (a negative change in cash and cash
equivalents of $11.7 billion); and

« the acquisitions of Serenex, Encysive, CovX, Coley and animal health product lines from Schering-Plough, as well as two smaller animal health acquisitions in 2008,
compared to the acquisitions of BioRexis and Embrex in 2007 (an increased use of cash of $720 million).

Our net cash provided by investing activities was $795 million in 2007, compared to $5.1 billion in 2006. The decrease in net cash provided by investing activities was
primarily attributable to:

* lower net sales and redemptions of investments of $3.4 billion in 2007, compared to $9.5 billion in 2006 (a negative change in cash and cash equivalents of $6.1 billion),
partially offset by:

« the acquisitions of BioRexis and Embrex in 2007, compared to the acquisitions of PowderMed, Rinat and sanofi-aventis’ rights associated with Exubera in 2006 (a
decreased use of cash of $1.9 billion).

In 2008, the cash flow line item called Other primarily reflects a $1.2 billion payment by us upon the redemption of a Swedish krona currency swap. In a related transaction,
this payment was offset by the receipt of cash in our operating activities.

Financing Activities

Our net cash used in financing activities was $6.6 billion in 2008, compared to $12.6 billion in 2007. The decrease in net cash used in financing activities was primarily
attributable to:

* net borrowings of $2.4 billion in 2008, compared to net borrowings of $4.9 billion in 2007;

* lower purchases of common stock of $500 million in 2008, compared to $10.0 billion in 2007,

partially offset by:

« cash dividends paid of $8.5 billion in 2008, compared to $8.0 billion in 2007, primarily reflecting an increase in the dividend rate.

Our net cash used in financing activities was $12.6 billion in 2007, compared to $23.1 billion in 2006. The decrease in net cash used in financing activities was primarily
attributable to:

« net borrowings of $4.9 billion in 2007, compared to net repayments of $9.9 billion on total borrowings in 2006,

partially offset by:

* higher purchases of common stock in 2007 of $10.0 billion, compared to $7.0 billion in 2006; and

« cash dividends paid of $8.0 billion in 2007, compared to $6.9 billion in 20086, reflecting an increase in the dividend rate, partially offset by lower shares outstanding.

In June 2005, we announced a $5 billion share-purchase program. In June 2006, the Board of Directors increased our share-purchase authorization from $5 billion to $18
billion, which is primarily being funded by operating cash flows and a portion of the proceeds from the sale of our Consumer Healthcare business. In total, under the June
2005 program, through December 31, 2008, we purchased approximately 710 million shares for approximately $18.0 billion.

In January 2008, we announced a new $5 billion share-purchase program, to be funded by operating cash flows, that may be utilized from time to time. On January 26, 2009,
we announced that we have entered into a definitive merger agreement under which we will acquire Wyeth in a cash-and-stock transaction. The merger agreement limits our
stock purchases to a maximum of $500 million prior to the completion of the transaction without Wyeth's consent.
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A summary of common stock purchases follows:

TOTAL COST OF
SHARES OF
COMMON AVERAGE COMMON
STOCK PER-SHARE STOCK
(MILLIONS OF SHARES AND DOLLARS, EXCEPT PER-SHARE DATA) PURCHASED PRICE PAID PURCHASED
2008:

June 2005 program 26 $18.96 $ 500
Total 26 $ 500
2007:

June 2005 program 395 $25.27 $ 9,994
Total 395 $ 9,994
Contractual Obligations
Payments due under contractual obligations as of December 31, 2008, mature as follows:

YEARS
OVER 1 OVER 3
(MILLIONS OF DOLLARS) TOTAL WITHIN 1 TO 3 TO5 AFTER 5
Long-term debt (@ $10,357 $ 1,126 $ 1,739 $ 373 $ 7,119
Other long-term liabilities reflected on our consolidated balance sheet under U.S. GAAP ®) 3,355 352 633 649 1,721
Lease commitments © 1,547 207 298 182 860
Purchase obligations and other O] 2,692 699 798 913 282
Uncertain tax positions © 129 129 _ _ _

@our long-term debt obligations include both our expected principal and interest obligations. Our calculations of expected interest payments incorporates only current period
assumptions for interest rates, foreign currency translation rates and hedging strategies. (See Notes to Consolidated Financial Statements— Note 9. Financial
Instruments .) Long-term debt consists of senior, unsecured notes, floating rate, unsecured notes, foreign currency denominated notes, and other borrowings and
mortgages.

®)includes expected payments relating to our unfunded U.S. supplemental (non-qualified) pension plans, postretirement plans and deferred compensation plans.
©Includes operating and capital lease obligations.

@includes agreements to purchase goods and services that are enforceable and legally binding and include amounts relating to advertising, information technology services,
employee benefit administration services, and potential milestone payments deemed reasonably likely to occur.

(e)Except for amounts reflected in Income taxes payable , we are unable to predict the timing of tax settlements, as tax audits can involve complex issues and the resolution of
those issues may span multiple years, particularly if subject to negotiation or litigation.

The above table excludes amounts for potential milestone payments under collaboration, licensing or other arrangements, unless the payments are deemed reasonably likely
to occur. Payments under these agreements generally become due and payable only upon the achievement of certain development, regulatory and/or commercialization
milestones, which may span several years, and which may never occur.

In 2009, we expect to spend approximately $1.6 billion on property, plant and equipment. The downward trend in capital expenditures in recent years reflects in part the
rationalization of our plant network and other site closures, and Information Technology infrastructure and application rationalization and standardization. Planned capital
spending mostly represents investment to maintain existing facilities and capacity. We rely largely on operating cash flow to fund our capital investment needs. Due to our
significant operating cash flow, we believe we have the ability to meet our capital investment needs and foresee no delays to planned capital expenditures.

Off-Balance Sheet Arrangements

In the ordinary course of business and in connection with the sale of assets and businesses, we often indemnify our counterparties against certain liabilities that may arise in
connection with a transaction or that are related to activities prior to a transaction. These indemnifications typically pertain to environmental, tax, employee and/or product-
related matters, and patent infringement claims. If the indemnified party were to make a successful claim pursuant to the terms of the indemnification, we would be required to
reimburse the loss. These indemnifications are generally subject to threshold amounts, specified claim periods and other restrictions and limitations. Historically, we have not
paid significant amounts under these provisions and, as of December 31, 2008, recorded amounts for the estimated fair value of these indemnifications are not significant.

Certain of our co-promotion or license agreements give our licensors or partners the rights to negotiate for, or in some cases to obtain, under certain financial conditions, co-
promotion or other rights in specified countries with respect to certain of our products.

Dividends on Common Stock

We declared dividends of $8.6 billion in 2008 and $8.2 billion in 2007 on our common stock. In December 2008, our Board of Directors declared a first-quarter 2009 dividend
of $0.32 per share. The first-quarter 2009 cash dividend will be our 281 St consecutive quarterly dividend. In January 2009, in connection with the proposed merger between
Pfizer and Wyeth, the Board of Directors determined that, effective with the dividend to be paid in the second quarter of 2009, it will reduce our quarterly dividend per share to
$0.16. The merger agreement prohibits us from declaring a quarterly dividend on our common stock in excess of $0.16 per share without Wyeth's consent prior to the
completion of the transaction.
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Our current and projected dividends provide a return to shareholders while maintaining sufficient capital to invest in growing our businesses and increasing shareholder value,
including through the proposed acquisition of Wyeth. Our dividends are funded from operating cash flows, our financial asset portfolio and short-term commercial paper
borrowings and are not restricted by debt covenants. We believe that our profitability and access to financial markets provide sufficient capability for us to pay current and
future dividends.

New Accounting Standards

Recently Adopted Accounting Standards

As of January 1, 2008, we adopted on a prospective basis certain required provisions of SFAS No. 157, Fair Value Measurements . Those provisions relate to our financial
assets and liabilities carried at fair value and our fair value disclosures related to financial assets and liabilities. SFAS No. 157, as amended, defines fair value, expands
related disclosure requirements and specifies a hierarchy of valuation techniques based on the nature of the inputs used to develop the fair value measures. The adoption of
SFAS No. 157, as amended, did not have a significant impact on our consolidated financial statements.

Emerging Issues Task Force (EITF) Issue No. 07-3, Accounting for Nonrefundable Advance Payments for Goods or Services to Be Used in Future Research and
Development Activities, became effective for new contracts entered into on or after January 1, 2008. EITF Issue No. 07-3 requires that non-refundable advance payments for
goods and services that will be used in future R&D activities be expensed when the R&D activity has been performed or when the R&D goods have been received rather than
when the payment is made. The adoption of EITF Issue No. 07-3 did not have a significant impact on our consolidated financial statements.

Recently Issued Accounting Standards, Not Adopted a s of December 31, 2008

In November 2008, the EITF issued EITF Issue No. 08-6, Equity Method Investment Accounting Considerations , to clarify how to account for certain transactions involving
equity method investments. More specifically, it addresses how to determine the initial carrying value of the investment; allocation of the difference between the investor's
carrying value and investor’s share of the underlying equity of the investment; impairment assessment of underlying intangibles held with the investee; how to account for the
investee’s issuance of additional shares; and how to account for a change in an investment from equity method to cost method. The provisions of EITF Issue No. 08-6 will be
adopted prospectively on January 1, 2009. We do not currently have any significant equity method investments.

In November 2008, the EITF issued EITF Issue No. 08-7, Accounting for Defensive Intangible Assets . EITF No. 08-7 clarifies the accounting for certain separately identifiable
assets, which an acquirer does not intend to actively use but intends to hold to prevent its competitors from obtaining access to them. EITF Issue No. 08-7 requires an
acquirer to account for a defensive intangible asset as a separate unit of accounting, which should be amortized to expense over the period the asset diminishes in value. The
provisions of EITF Issue No. 08-7 will be adopted prospectively on January 1, 2009, and could impact the accounting for future acquisitions, if any.

In April 2008, the FASB issued FSP SFAS 142-3, Determination of the Useful Life of Intangible Assets . FSP SFAS 142-3 amends the factors considered in developing
renewal or extension assumptions used to determine the useful life of a recognized intangible asset. Among other things, in the absence of historical experience, an entity will
be required to consider assumptions used by market participants. The provisions of FSP SFAS 142-3 will be adopted prospectively on January 1, 2009, and could impact the
accounting for future acquisitions, if any.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements , and in February 2008, issued FSP 157-2, Effective Date of FASB Statement No. 157 . Under
the terms of FSP 157-2, the adoption of SFAS No. 157 with respect to nonfinancial assets and nonfinancial liabilities, except for those that are recognized or disclosed at fair
value in the financial statements on a recurring basis, will be required on January 1, 2009. We do not expect the adoption of the provisions of SFAS No. 157 to have a
significant impact on our consolidated financial statements, but it will impact the accounting for future acquisitions, if any.

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations . (SFAS No. 141(R) replaced SFAS No. 141, Business Combinations , originally issued in
June 2001.) SFAS No. 141(R) retains the purchase method of accounting for acquisitions, but requires a number of changes, including changes in the way assets and
liabilities are recognized in purchase accounting. It also changes the recognition of assets acquired and liabilities assumed, including contingencies, requires the capitalization
of in-process research and development costs at fair value and requires the expensing of acquisition-related costs and all restructuring charges, as incurred. Generally, SFAS
No. 141(R) is effective on a prospective basis for all business combinations completed on or after January 1, 2009, and will impact the accounting for future acquisitions, if
any.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements , an amendment of Accounting Research Bulletin No. 51,
Consolidated Financial Statements . SFAS No. 160 provides guidance for the accounting, reporting and disclosure of noncontrolling interests, also called minority interests. A
minority interest represents the portion of equity (net assets) in a subsidiary not attributable, directly or indirectly, to a parent. The provisions of SFAS No. 160 will be adopted
as of January 1, 2009. The provisions of SFAS No. 160 will impact our current accounting for minority interests, which are not significant, and will impact our accounting for
future acquisitions, if any, where we do not acquire 100% of the entity.

In December 2007, the EITF issued EITF Issue No. 07-1, Accounting for Collaborative Arrangements . EITF Issue No. 07-1 provides guidance concerning: determining
whether an arrangement constitutes a collaborative arrangement within the scope of the Issue; how costs incurred and revenues generated on sales to third parties should be
reported in the income statement; how an entity should characterize payments on the income statement; and what participants should disclose in the notes to the financial
statements about a collaborative arrangement. The provisions of EITF Issue No. 07-1 will be adopted as of January 1, 2009, and we do not expect the adoption of EITF Issue
No. 07-1 to have a significant impact on our consolidated financial statements.
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Forward-Looking Information and Factors That May Af  fect Future Results

The Securities and Exchange Commission encourages companies to disclose forward-looking information so that investors can better understand a company’s future
prospects and make informed investment decisions. This report and other written or oral statements that we make from time to time contain such forward-looking statements
that set forth anticipated results based on management’s plans and assumptions. Such forward-looking statements involve substantial risks and uncertainties. We have tried,
wherever possible, to identify such statements by using words such as “will,” “anticipate,” “estimate,” “expect,” “project,” “i " “plan,” “believe,” “target,” “forecast” and other

intend,
words and terms of similar meaning in connection with any discussion of future operating or financial performance or business plans and prospects. In particular, these include
statements relating to future actions, business plans and prospects, prospective products or product approvals, future performance or results of current and anticipated
products, sales efforts, expenses, interest rates, foreign exchange rates, the outcome of contingencies, such as legal proceedings, and financial results. Among the factors
that could cause actual results to differ materially are the following:

* Success of research and development activities;

« Decisions by regulatory authorities regarding whether and when to approve our drug applications as well as their decisions regarding labeling and other matters that could
affect the availability or commercial potential of our products;

* Speed with which regulatory authorizations, pricing approvals and product launches may be achieved;
* Success of external business-development activities;

« Competitive developments, including with respect to competitor drugs and drug candidates that treat diseases and conditions similar to those treated by our in-line drugs
and drug candidates;

* Ability to successfully market both new and existing products domestically and internationally;

« Difficulties or delays in manufacturing;

* Trade buying patterns;

« Ability to meet generic and branded competition after the loss of patent protection for our products and competitor products;

« Impact of existing and future legislation and regulatory provisions on product exclusivity;

« Trends toward managed care and healthcare cost containment;

« U.S. legislation or regulatory action affecting, among other things, pharmaceutical product pricing, reimbursement or access, including under Medicaid, Medicare and other
publicly funded or subsidized health programs; the importation of prescription drugs from outside the U.S. at prices that are regulated by governments of various foreign
countries; direct-to-consumer advertising and interactions with healthcare professionals; and the use of comparative effectiveness methodologies that could be
implemented in a manner that focuses primarily on the cost differences and minimizes the therapeutic differences among pharmaceutical products and restricts access to
innovative medicines;

« Impact of the Medicare Prescription Drug, Improvement and Modernization Act of 2003;

« Legislation or regulatory action in markets outside the U.S. affecting pharmaceutical product pricing, reimbursement or access;

« Contingencies related to actual or alleged environmental contamination;

* Claims and concerns that may arise regarding the safety or efficacy of in-line products and product candidates;

« Significant breakdown, infiltration or interruption of our information technology systems and infrastructure;

« Legal defense costs, insurance expenses, settlement costs and the risk of an adverse decision or settlement related to product liability, patent protection, governmental
investigations, ongoing efforts to explore various means for resolving asbestos litigation, and other legal proceedings;

« Ability to protect our patents and other intellectual property both domestically and internationally;

« Interest rate and foreign currency exchange rate fluctuations;

« Governmental laws and regulations affecting domestic and foreign operations, including tax obligations;

* Changes in U.S. generally accepted accounting principles;

« Uncertainties related to general economic, political, business, industry, regulatory and market conditions including, without limitation, uncertainties related to the impact on
us, our lenders, our customers, our suppliers and counterparties to our foreign-exchange and interest-rate agreements, of the global economic recession and recent and

possible future changes in global financial markets;

* Any changes in business, political and economic conditions due to actual or threatened terrorist activity in the U.S. and other parts of the world, and related U.S. military
action overseas;
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* Growth in costs and expenses;
« Changes in our product, segment and geographic mix;
« Our ability and Wyeth'’s ability to satisfy the conditions to closing our merger agreement; and

« Impact of acquisitions, divestitures, restructurings, product withdrawals and other unusual items, including our ability to realize the projected benefits of our proposed
acquisition of Wyeth and of our cost-reduction initiatives.

We cannot guarantee that any forward-looking statement will be realized, although we believe we have been prudent in our plans and assumptions. Achievement of
anticipated results is subject to substantial risks, uncertainties and inaccurate assumptions. Should known or unknown risks or uncertainties materialize, or should underlying
assumptions prove inaccurate, actual results could vary materially from past results and those anticipated, estimated or projected. Investors should bear this in mind as they
consider forward-looking statements.

We undertake no obligation to publicly update forward-looking statements, whether as a result of new information, future events or otherwise. You are advised, however, to
consult any further disclosures we make on related subjects in our Form 10-Q, 8-K and 10-K reports to the Securities and Exchange Commission.

Certain risks, uncertainties and assumptions are discussed here and under the heading entitled “Risk Factors” in Iltem 1A of our Annual Report on Form 10-K for the year
ended December 31, 2008, which will be filed in February 2009. We note these factors for investors as permitted by the Private Securities Litigation Reform Act of 1995. You
should understand that it is not possible to predict or identify all such factors. Consequently, you should not consider any such list to be a complete set of all potential risks or
uncertainties.

This report may include discussion of certain clinical studies relating to various in-line products and/or product candidates. These studies typically are part of a larger body of
clinical data relating to such products or product candidates, and the discussion herein should be considered in the context of the larger body of data.

Financial Risk Management

The overall objective of our financial risk management program is to seek to minimize the impact of foreign exchange rate movements and interest rate movements on our
earnings. We manage these financial exposures through operational means and by using various financial instruments. These practices may change as economic conditions
change.

Foreign Exchange Risk— A significant portion of our revenues and earnings is exposed to changes in foreign exchange rates. We seek to manage our foreign exchange risk
in part through operational means, including managing same currency revenues in relation to same currency costs, and same currency assets in relation to same currency
liabilities.

Foreign exchange risk is also managed through the use of foreign currency forward-exchange contracts. These contracts are used to offset the potential earnings effects from
mostly intercompany short-term foreign currency assets and liabilities that arise from operations. Foreign currency swaps are used to offset the potential earnings effects from
foreign currency debt. We also use foreign currency forward-exchange contracts and foreign currency swaps to hedge the potential earnings effects from short and long-term
foreign currency investments, third-party loans and intercompany loans.

In addition, under certain market conditions, we protect against possible declines in the reported net investments of our Japanese yen, Swedish krona and certain euro
functional-currency subsidiaries. In these cases, we use currency swaps or foreign currency debt.

Our financial instrument holdings at year-end were analyzed to determine their sensitivity to foreign exchange rate changes. The fair values of these instruments were
determined using various methodologies. For additional details, see Notes to Consolidated Financial Statements— Note 9E. Financial Instruments: Fair Value . In this
sensitivity analysis, we assumed that the change in one currency’s rate relative to the U.S. dollar would not have an effect on other currencies’ rates relative to the U.S. dollar;
all other factors were held constant.

If the dollar were to devalue against all other currencies by 10%, the expected adverse impact on net income related to our financial instruments would be immaterial. For
additional details, see Notes to Consolidated Financial Statements— Note 9D. Financial Instruments: Derivative Financial Instruments and Hedging Activities .

Interest Rate Risk— Our U.S. dollar interest-bearing investments, loans and borrowings are subject to interest rate risk. We are also subject to interest rate risk on euro debt,
investments and currency swaps, Swedish krona currency swaps, and Japanese yen short and long-term borrowings and currency swaps. We invest, loan and borrow
primarily on a short-term or variable-rate basis. From time to time, depending on market conditions, we will fix interest rates either through entering into fixed-rate investments
and borrowings or through the use of derivative financial instruments such as interest rate swaps.

Our financial instrument holdings at year-end were analyzed to determine their sensitivity to interest rate changes. The fair values of these instruments were determined using
various methodologies. For additional details, see Notes to Consolidated Financial Statements— Note 9E. Financial Instruments: Fair Value . In this sensitivity analysis, we
used a one hundred basis point parallel shift in the interest rate curve for all maturities and for all instruments; all other factors were held constant.

If there were a one hundred basis point increase in interest rates, the expected adverse impact on net income related to our financial instruments would be immaterial.
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Legal Proceedings and Contingencies

We and certain of our subsidiaries are involved in various patent, product liability, consumer, commercial, securities, environmental and tax litigations and claims; government
investigations; and other legal proceedings that arise from time to time in the ordinary course of our business. We do not believe any of them will have a material adverse
effect on our financial position.

Beginning in 2007 upon the adoption of a new accounting standard, we record accruals for income tax contingencies to the extent that we conclude that a tax position is not
sustainable under a ‘more likely than not’ standard and we record our estimate of the potential tax benefits in one tax jurisdiction that could result from the payment of income
taxes in another tax jurisdiction when we conclude that the potential recovery is more likely than not. (See Notes to Consolidated Financial Statements— Note 1B. Significant
Accounting Policies: New Accounting Standards and Note 7E. Taxes on Income: Tax Contingencies. ) We record accruals for all other contingencies to the extent that we
conclude their occurrence is probable and the related damages are estimable, and we record anticipated recoveries under existing insurance contracts when assured of
recovery. If a range of liability is probable and estimable and some amount within the range appears to be a better estimate than any other amount within the range, we
accrue that amount. If a range of liability is probable and estimable and no amount within the range appears to be a better estimate than any other amount within the range,
we accrue the minimum of such probable range. Many claims involve highly complex issues relating to causation, label warnings, scientific evidence, actual damages and
other matters. Often these issues are subject to substantial uncertainties and, therefore, the probability of loss and an estimation of damages are difficult to ascertain.
Consequently, we cannot reasonably estimate the maximum potential exposure or the range of possible loss in excess of amounts accrued for these contingencies. These
assessments can involve a series of complex judgments about future events and can rely heavily on estimates and assumptions (see Notes to Consolidated Financial
Statements— Note 1C. Significant Accounting Policies: Estimates and Assumptions ). Our assessments are based on estimates and assumptions that have been deemed
reasonable by management. Litigation is inherently unpredictable, and excessive verdicts do occur. Although we believe we have substantial defenses in these matters, we
could in the future incur judgments or enter into settlements of claims that could have a material adverse effect on our results of operations in any particular period.

Patent claims include challenges to the coverage and/or validity of our patents on various products or processes. Although we believe we have substantial defenses to these
challenges with respect to all our material patents, there can be no assurance as to the outcome of these matters, and a loss in any of these cases could result in a loss of
patent protection for the drug at issue, which could lead to a significant loss of sales of that drug and could materially affect future results of operations.
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Management’s Report on Internal Control Over Financ  ial Reporting

Management’s Report

We prepared and are responsible for the financial statements that appear in our 2008 Financial Report. These financial statements are in conformity with accounting principles
generally accepted in the United States of America and, therefore, include amounts based on informed judgments and estimates. We also accept responsibility for the
preparation of other financial information that is included in this document.

Report on Internal Control Over Financial Reporting

The management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rules 13a-15(f) and 15d-15(f)
under the Securities Exchange Act of 1934. The Company’s internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles in the United States of
America. The Company'’s internal control over financial reporting includes those policies and procedures that: (i) pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and dispositions of the assets of the Company; (ii) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the Company are
being made only in accordance with authorizations of management and directors of the Company; and (iii) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use or disposition of the Company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate. Management assessed the effectiveness of the Company’s internal control over financial reporting as of December 31, 2008. In making this assessment,
management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control-Integrated Framework. Based on our
assessment and those criteria, management believes that the Company maintained effective internal control over financial reporting as of December 31, 2008.

The Company’s independent auditors have issued their auditors’ report on the Company’s internal control over financial reporting. That report appears in our 2008 Financial
Report under the heading, Report of Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting.

Clpf 7 bt

Jeffrey B. Kindler
Chairman and Chief Executive Officer

Gl Dadhads i Y Gt

Frank A. D 'Amelio Loretta V. Cangialosi
Principal Financial Officer Principal Accounting Officer

February 27, 2009
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Audit Committee’s Report

The Audit Committee reviews the Company'’s financial reporting process on behalf of the Board of Directors. Management has the primary responsibility for the financial
statements and the reporting process, including the system of internal controls.

In this context, the Committee has met and held discussions with management and the independent registered public accounting firm regarding the fair and complete
presentation of the Company'’s results and the assessment of the Company’s internal control over financial reporting. The Committee has discussed significant accounting
policies applied by the Company in its financial statements, as well as alternative treatments. Management represented to the Committee that the Company’s consolidated
financial statements were prepared in accordance with accounting principles generally accepted in the United States of America, and the Committee has reviewed and
discussed the consolidated financial statements with management and the independent registered public accounting firm. The Committee discussed with the independent
registered public accounting firm matters required to be discussed by statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards , Vol. 1, AU
section 380), as adopted by the Public Company Accounting Oversight Board in Rule 3200T.

In addition, the Committee has reviewed and discussed with the independent registered public accounting firm the auditor’'s independence from the Company and its
management. As part of that review, the Committee received the written disclosures and the letter required by applicable requirements of the Public Company Accounting
Oversight Board regarding the independent accountant’s communications with the Audit Committee concerning independence and the Committee has discussed the
independent registered public accounting firm’s independence from the Company. The Committee also has considered whether the independent registered public accounting
firm’s provision of non-audit services to the Company is compatible with the auditor’s independence. The Committee has concluded that the independent registered public
accounting firm is independent from the Company and its management.

The Committee reviewed and discussed Company policies with respect to risk assessment and risk management.

The Committee discussed with the Company'’s internal auditors and the independent registered public accounting firm the overall scope and plans for their respective audits.
The Committee met with the internal auditors and the independent registered public accounting firm, with and without management present, to discuss the results of their
examinations, the evaluations of the Company’s internal controls, and the overall quality of the Company'’s financial reporting.

In reliance on the reviews and discussions referred to above, the Committee recommended to the Board of Directors, and the Board has approved, that the audited financial
statements be included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2008, for filing with the Securities and Exchange Commission. The
Committee has selected and the Board of Directors has ratified, subject to shareholder ratification, the selection of the Company’s independent registered public accounting
firm.

R0~ e L

W. Don Cornwell
Chair, Audit Committee

February 27, 2009

The Audit Committee’s Report shall not be deemed to be filed or incorporated by reference into any Company filing under the Securities Act of 1933, as amended, or the
Securities Exchange Act of 1934, as amended, except to the extent that the Company specifically incorporates the Audit Committee’s Report by reference therein.
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Report of Independent Registered Public Accounting Firm on the Consolidated Financial Statements

The Board of Directors and Shareholders of Pfizer | nc.:

We have audited the accompanying consolidated balance sheets of Pfizer Inc. and Subsidiary Companies as of December 31, 2008 and 2007, and the related consolidated
statements of income, shareholders’ equity, and cash flows for each of the years in the three-year period ended December 31, 2008. These consolidated financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Pfizer Inc. and Subsidiary Companies as
of December 31, 2008 and 2007, and the results of their operations and their cash flows for each of the years in the three-year period ended December 31, 2008, in
conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the effectiveness of Pfizer Inc. and Subsidiary
Companies’ internal control over financial reporting as of December 31, 2008, based on criteria established in Internal Control—Integrated Framework issued by the

Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated February 27, 2009 expressed an unqualified opinion on the effective
operation of the Company’s internal control over financial reporting.

KPMe LIP

KPMG LLP
New York, New York

February 27, 2009
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Report of Independent Registered Public Accounting Firm on Internal Control Over Financial
Reporting

The Board of Directors and Shareholders of Pfizer | nc.:

We have audited the internal control over financial reporting of Pfizer Inc. and Subsidiary Companies as of December 31, 2008, based on criteria established in Internal
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Pfizer Inc. and Subsidiary Companies’
management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control over financial
reporting included in the accompanying Management's Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the Company’s
internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists and testing and evaluating the design and operating
effectiveness of internal control, based on the assessed risk. Our audit also included performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements for external purposes in accordance with generally accepted accounting principles. A company'’s internal control over financial reporting includes those
policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of
the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of
the company; and (jii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate.

In our opinion, Pfizer Inc. and Subsidiary Companies maintained, in all material respects, effective internal control over financial reporting as of December 31, 2008, based on
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheets of Pfizer Inc.
and Subsidiary Companies as of December 31, 2008 and 2007, and the related consolidated statements of income, shareholders’ equity, and cash flows for each of the years
in the three-year period ended December 31, 2008, and our report dated February 27, 2009 expressed an unqualified opinion on those consolidated financial statements.

KPMe LLP

KPMG LLP
New York, New York

February 27, 2009
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Consolidated Statements of Income

Pfizer Inc and Subsidiary Companies

YEAR ENDED DECEMBER 31,

(MILLIONS, EXCEPT PER COMMON SHARE DATA) 2008 2007 2006
Revenues $ 48,296 $ 48,418 $ 48,371
Costs and expenses:
Cost of sales 8,112 11,239 7,640
Selling, informational and administrative expenses @ 14,537 15,626 15,589
Research and development expenses @ 7,945 8,089 7,599
Amortization of intangible assets 2,668 3,128 3,261
Acquisition-related in-process research and development charges 633 283 835
Restructuring charges and acquisition-related costs 2,675 2,534 1,323
Other (income)/deductions—net 2,032 (1,759) (904)
Income from continuing operations before provision for taxes on income, and minority interests 9,694 9,278 13,028
Provision for taxes on income 1,645 1,023 1,992
Minority interests 23 42 12
Income from continuing operations 8,026 8,213 11,024
Discontinued operations:
Income/(loss) from discontinued operations—net of tax 2) 3) 433
Gains/(losses) on sales of discontinued operations—net of tax 80 (66) 7,880
Discontinued operations—net of tax 78 (69) 8,313
Net income $ 8,104 $ 8,144 $ 19,337
Earnings per common share —basic
Income from continuing operations $ 119 $ 119 $ 152
Discontinued operations 0.01 (0.01) 1.15
Net income $ 120 $ 118 $ 267
Earnings per common share —diluted
Income from continuing operations $ 119 $ 118 $ 152
Discontinued operations 0.01 (0.01) 1.14
Net income $ 120 $ 117 $ 266
Weighted-average shares—basic 6,727 6,917 7,242
Weighted-average shares—diluted 6,750 6,939 7,274

@Exclusive of amortization of intangible assets, except as disclosed in Note 1K . Amortization of Intangible Assets, Depreciation and Certain Long-Lived Assets.

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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Consolidated Balance Sheets

Pfizer Inc and Subsidiary Companies

AS OF DECEMBER 31,

(MILLIONS, EXCEPT PREFERRED STOCK ISSUED AND PER COMMON SHARE DATA) 2008 2007
Assets
Cash and cash equivalents $ 2122 $ 3,406
Short-term investments 21,609 22,069
Accounts receivable, less allowance for doubtful accounts: 2008—$190; 2007—$223 8,958 9,843
Short-term loans 824 617
Inventories 4,381 5,302
Taxes and other current assets 5,034 5,498
Assets held for sale 148 114
Total current assets 43,076 46,849
Long-term investments and loans 11,478 4,856
Property, plant and equipment, less accumulated depreciation 13,287 15,734
Goodwill 21,464 21,382
Identifiable intangible assets, less accumulated amortization 17,721 20,498
Other assets, deferred taxes and deferred charges 4,122 5,949
Total assets $ 111,148 $ 115,268
Liabilities and Shareholders ' Equity
Short-term borrowings, including current portion of long-term debt: 2008—$937; 2007—$1,024 $ 9,320 $ 5,825
Accounts payable 1,751 2,270
Dividends payable 2,159 2,163
Income taxes payable 656 1,380
Accrued compensation and related items 1,667 1,974
Other current liabilities 11,456 8,223
Total current liabilities 27,009 21,835
Long-term debt 7,963 7,314
Pension benefit obligations 4,235 2,599
Postretirement benefit obligations 1,604 1,708
Deferred taxes 2,959 7,696
Other taxes payable 6,568 6,246
Other noncurrent liabilities 3,070 2,746
Total liabilities 53,408 50,144
Minority interests 184 114
Preferred stock, without par value, at stated value; 27 shares authorized; issued: 2008—1,804; 2007—2,302 73 93
Common stock, $0.05 par value; 12,000 shares authorized; issued: 2008—8,863; 2007—8,850 443 442
Additional paid-in capital 70,283 69,913
Employee benefit trust (425) (550)
Treasury stock, shares at cost; 2008—2,117; 2007—2,089 (57,391) (56,847)
Retained earnings 49,142 49,660
Accumulated other comprehensive income/(expense) (4,569) 2,299
Total shareholders’ equity 57,556 65,010
Total liabilities and shareholders’ equity $ 111,148 $ 115,268

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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Consolidated Statements of Shareholders’ Equity

Pfizer Inc and Subsidiary Companies

PREFERRED COMMON EMPLOYEE TREASURY ACCUM.
STOCK STOCK BENEFIT TRUST STOCK OTHER
STATED ADDITIONAL COMPRE-
(MILLIONS, EXCEPT PAR PAID-IN FAIR RETAINED HENSIVE
PREFERRED SHARES) SHARES VALUE SHARES VALUE CAPITAL SHARES VALUE SHARES COST EARNINGS INC./(EXP.) TOTAL
Balance, January 1, 2006 4,193 $ 169 8,784% 439% 67,759 (40)$ (923) (1,423) $(39,767)$ 37,608 $ 479 $65,764
Comprehensive income:
Net income 19,337 19,337
Total other comprehensive
income—net of tax 1,192 1,192
Total comprehensive income 20,529
Adoption of new accounting standard—
net of tax (2,140) (2,140)
Cash dividends declared—
common stock (7,268) (7,268)
preferred stock (8) (8)
Stock option transactions 28 1 896 11 286 (6) (8) 1,175
Purchases of common stock (266) (6,979) (6,979)
Employee benefit trust transactions—
net 152 (1) (151) 1
Preferred stock conversions and
redemptions (696) (28) 12 — 6 (10)
Other 7 1 285 — 8 294
Balance, December 31, 2006 3,497 141 8,819 441 69,104 (30) (788) (1,695) (46,740) 49,669 (469) 71,358
Comprehensive income:
Net income 8,144 8,144
Total other comprehensive
income—net of tax 2,768 2,768
Total comprehensive income 10,912
Adoption of new accounting standard 11 11
Cash dividends declared— common
stock (8,156) (8,156)
preferred stock (8) (8)
Stock option transactions 23 1 738 5 121 — ) 853
Purchases of common stock (395) (9,994) (9,994)
Employee benefit trust transactions—
net (49) 1 117 68
Preferred stock conversions and
redemptions (1,195) (48) (25) 1 5 (68)
Other 8 — 145 — (111) 34
Balance, December 31, 2007 2,302 93 8,850 442 69,913 (24)  (550) (2,089) (56,847) 49,660 2,299 65,010
Comprehensive income:
Net income 8,104 8,104
Total other comprehensive
expense—net of tax (6,868)__(6,868)
Total comprehensive income 1,236
Cash dividends declared— common
stock (8,617) (8,617)
preferred stock (5) (5)
Stock option transactions 207 1 32 239
Purchases of common stock (26) (500) (500)
Employee benefit trust transactions—
net (113) 1) 93 (20)
Preferred stock conversions and
redemptions (498) (20) @) — 2 (25)
Other 13 1 283 (2) (46) 238
Balance, December 31, 2008 1,804 $ 73 8,863% 443%$ 70,283 (24)$ (425) (2,117)$(57,391) $ 49,142 $  (4,569) $57,556

See Notes to Consolidated Financial Statements, which are an integral part of these statements.

2008 Financial Report 49



Consolidated Statements of Cash Flows

Pfizer Inc and Subsidiary Companies

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
Operating Activities
Net income $ 8,104 $ 8,144 $ 19,337
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 5,090 5,200 5,293
Share-based compensation expense 384 437 655
Acquisition-related in-process research and development charges 633 283 835
Certain intangible asset impairments and other associated non-cash charges — 2,220 320
Gains on disposals (14) (326) (280)
(Gains)/losses on sales of discontinued operations (6) 168 (10,243)
Deferred taxes from continuing operations (1,331) (2,788) (1,525)
Other deferred taxes — — (420)
Other non-cash adjustments 519 815 606
Changes in assets and liabilities, net of effect of businesses acquired and divested:
Accounts receivable 195 (320) (172)
Inventories 294 720 118
Other assets (538) (647) 314
Accounts payable and accrued liabilities 3,797 1,509 (450)
Taxes 647 (2,002) 2,909
Other liabilities 464 (60) 297
Net cash provided by operating activities 18,238 13,353 17,594
Investing Activities
Purchases of property, plant and equipment (1,701) (1,880) (2,050)
Purchases of short-term investments (35,705) (25,426) (9,597)
Proceeds from redemptions and sales of short-term investments 35,796 30,288 20,771
Purchases of long-term investments (9,357) (1,635) (1,925)
Proceeds from redemptions and sales of long-term investments 1,009 172 233
Purchases of other assets (210) (111) (153)
Proceeds from sales of businesses, products and product lines 12 24 200
Acquisitions, net of cash acquired (1,184) (464) (2,320)
Other (1,495) (173) (58)
Net cash (used in)/provided by investing activities (12,835) 795 5,101
Financing Activities
Increase in short-term borrowings, net 40,119 3,155 1,040
Principal payments on short-term borrowings (37,264) (764) (11,969)
Proceeds from issuances of long-term debt 605 2,573 1,050
Principal payments on long-term debt (1,053) (64) (55)
Purchases of common stock (500) (9,994) (6,979)
Cash dividends paid (8,541) (7,975) (6,919)
Stock option transactions and other 74 459 732
Net cash used in financing activities (6,560) (12,610) (23,100)
Effect of exchange-rate changes on cash and cash equivalents (127) 41 (15)
Net (decrease)/ increase in cash and cash equivalents (1,284) 1,579 (420)
Cash and cash equivalents at beginning of year 3,406 1,827 2,247
Cash and cash equivalents at end of year $ 2,122 $ 3,406 $ 1,827
Supplemental Cash Flow Information
Non-cash transactions:
Sale of the Consumer Healthcare business (@ $ — $ — $ 16,429
Cash paid during the period for:
Income taxes $ 2,252 $ 5,617 $ 3,443
Interest 782 643 715

@ Reflects portion of proceeds received in the form of short-term investments.

See Notes to Consolidated Financial Statements, which are an integral part of these statements.
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Notes to Consolidated Financial Statements

Pfizer Inc and Subsidiary Companies

1. Significant Accounting Policies

A. Consolidation and Basis of Presentation

The consolidated financial statements include our parent company and all subsidiaries, including those operating outside the U.S., and are prepared in accordance with
accounting principles generally accepted in the United States of America (U.S. GAAP). The consolidation decision requires consideration of majority voting interests, as well
as effective economic or other control. Typically, we do not seek control by means other than voting interests and we do not have significant interests in non-consolidated
entities. For subsidiaries operating outside the U.S., the financial information is included as of and for the year ended November 30 for each year presented. Substantially all
unremitted earnings of international subsidiaries are free of legal and contractual restrictions. All significant transactions among our businesses have been eliminated.

B. New Accounting Standards

Financial Instruments—Fair Value —As of January 1, 2008, we adopted on a prospective basis certain required provisions of SFAS No. 157, Fair Value Measurements .
Those provisions relate to our financial assets and liabilities carried at fair value and our fair value disclosures related to financial assets and liabilities. SFAS No. 157, as
amended, defines fair value, expands related disclosure requirements and specifies a hierarchy of valuation techniques based on the nature of the inputs used to develop the
fair value measures. Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. There are three levels of inputs to fair value measurements—Level 1, meaning the use of quoted prices for identical instruments in active markets;
Level 2, meaning the use of quoted prices for similar instruments in active markets or quoted prices for identical or similar instruments in markets that are not active or are
directly or indirectly observable; and Level 3, meaning the use of unobservable inputs. Observable market data should be used when available.

Many, but not all, of our financial instruments are carried at fair value. For example, substantially all of our cash equivalents, short-term investments and long-term
investments are classified as available-for-sale securities and are carried at fair value, with unrealized gains and losses, net of tax, reported in Other comprehensive income /
(expense) . Derivative financial instruments are carried at fair value in various balance sheet categories (see Note 9D. Financial Instruments: Derivative Financial Instruments
and Hedging Activities ), with changes in fair value reported in current earnings or deferred on qualifying hedging relationships. Virtually all of our valuation measurements use
Level 2 inputs. The adoption of SFAS No. 157, as amended, did not have a significant impact on our consolidated financial statements. As of January 1, 2008, we did not elect
to adopt SFAS No. 157, as amended, for acquired nonfinancial assets and assumed nonfinancial liabilities.

Goodwill and Other Intangible Assets—Other Intangib le Assets— As of January 1, 2008, we adopted the provisions of Emerging Issues Task Force (EITF) Issue No. 07-
3, Accounting for Nonrefundable Advance Payments for Goods or Services to Be Used in Future Research and Development Activities, for new contracts entered into on or
after that date. EITF Issue No. 07-3 requires that non-refundable advance payments for goods and services that will be used in future research and development (R&D)
activities be expensed when the R&D activity has been performed or when the R&D goods have been received rather than when the payment is made. The adoption of EITF
Issue No. 07-3 did not have a significant impact on our consolidated financial statements.

Taxes on Income—Income Tax Contingencies—  As of January 1, 2007, we adopted the provisions of FASB Interpretation No. 48 (FIN 48), Accounting for Uncertainty in
Income Taxes, an interpretation of SFAS 109, Accounting for Income Taxes , as amended, and changed our policy related to the accounting for income tax contingencies to a
‘more-likely-than-not’ standard from a ‘probable’ standard. To understand the cumulative effect of this accounting change, see Note 7A. Taxes on Income: Adoption of New
Accounting Standard.

Pension and Postretirement Benefit Plans and Define  d Contribution Plans —As of December 31, 2006, we adopted the provisions of SFAS No. 158, Employers’
Accounting for Defined Benefit Pension and Other Postretirement Plans (an amendment of Financial Accounting Standards Board (FASB) Statements No. 87, 88, 106 and
132R). SFAS 158 requires us to recognize on our consolidated balance sheet the difference between our benefit obligations and any plan assets of our benefit plans. In
addition, we are required to recognize as part of other comprehensive income/(expense), net of taxes, gains and losses due to differences between our actuarial assumptions
and actual experience (actuarial gains and losses) and any effects on prior service due to plan amendments (prior service costs or credits) that arise during the period and
which are not yet recognized as net periodic benefit costs. At adoption date, we recognized the previously unrecognized actuarial gains and losses, prior service costs and
credits and net transition amounts within Accumulated other comprehensive income/(expense), net of tax. To understand the cumulative effect of this accounting change, see
Note 13A. Pension and Postretirement Benefit Plans and Defined Contribution Plans: Adoption of New Accounting Standard .

C. Estimates and Assumptions

In preparing the consolidated financial statements, we use certain estimates and assumptions that affect reported amounts and disclosures. These estimates and underlying
assumptions can impact all elements of our financial statements. For example, in the consolidated statement of income, estimates are used when accounting for deductions
from revenues (such as rebates, chargebacks, sales returns and sales allowances), determining cost of sales, allocating cost in the form of depreciation and amortization, and
estimating restructuring charges and the impact of contingencies. On the consolidated balance sheet, estimates are used in determining the valuation and recoverability of
assets, such as accounts receivables, investments, inventories, fixed assets and intangible assets (including goodwill), and estimates are used in determining the reported
amounts of liabilities, such as taxes payable, benefit obligations, the impact of contingencies, rebates, chargebacks, sales returns and sales allowances and restructuring
reserves.
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We regularly evaluate our estimates and assumptions, using historical experience and other factors, including the economic environment. Our estimates are often based on
complex judgments, probabilities and assumptions that we believe to be reasonable but that are inherently uncertain and unpredictable.

As future events and their effects cannot be determined with precision, our estimates and assumptions may prove to be incomplete or inaccurate, or unanticipated events and
circumstances may occur that might cause us to change those estimates and assumptions. Market conditions, such as illiquid credit markets, volatile equity markets, dramatic
fluctuations in foreign currency rates and economic recession, can increase the uncertainty already inherent in our estimates and assumptions. We adjust our estimates and
assumptions when facts and circumstances indicate the need for change. Those changes will be reflected in our financial statements on a prospective basis. It is possible that
other professionals, applying reasonable judgment to the same facts and circumstances, could develop and support a range of alternative estimated amounts. We are also
subject to other risks and uncertainties that may cause actual results to differ from estimated amounts, such as changes in the healthcare environment, competition, litigation,
legislation and regulations. These and other risks and uncertainties are discussed in the accompanying Financial Review, which is unaudited, under the headings “Our
Operating Environment and Response to Key Opportunities and Challenges” and “Forward-Looking Information and Factors That May Affect Future Results.”

D. Contingencies

We and certain of our subsidiaries are involved in various patent, product liability, consumer, commercial, securities, environmental and tax litigations and claims; government
investigations; and other legal proceedings that arise from time to time in the ordinary course of our business. Except for income tax contingencies, we record accruals for
contingencies to the extent that we conclude their occurrence is probable and that the related liabilities are estimable and we record anticipated recoveries under existing
insurance contracts when assured of recovery. For tax matters, beginning in 2007 upon the adoption of a new accounting standard, we record accruals for income tax
contingencies to the extent that we conclude that a tax position is not sustainable under a ‘more- likely-than-not’ standard and we record our estimate of the potential tax
benefits in one tax jurisdiction that could result from the payment of income taxes in another tax jurisdiction when we conclude that the potential recovery is more likely than
not. (See Note 1B. Significant Accounting Policies: New Accounting Standards and Note 7E. Taxes on Income: Tax Contingencies.) We consider many factors in making
these assessments. Because litigation and other contingencies are inherently unpredictable and excessive verdicts do occur, these assessments can involve a series of
complex judgments about future events and can rely heavily on estimates and assumptions (see Note 1C. Significant Accounting Policies: Estimates and Assumptions ).

E. Acquisitions

Our consolidated financial statements reflect an acquired business after the completion of the acquisition and are not restated. We account for acquired businesses using the
purchase method of accounting, which requires that most assets acquired and liabilities assumed be recorded at the date of acquisition at their fair values. Any excess of the
purchase price over the assigned values of the net assets acquired is recorded as goodwill. Amounts allocated to acquired in-process research and development (IPR&D)
have been expensed at the date of acquisition. When we have acquired net assets that do not constitute a business under U.S. GAAP, no goodwill has been recognized.

F. Foreign Currency Translation

For most international operations, local currencies have been determined to be the functional currencies. We translate functional currency assets and liabilities to their U.S.
dollar equivalents at rates in effect at the balance sheet date and record these translation adjustments in Shareholders’ equity—Accumulated other comprehensive income/
(expense) . We translate functional currency statement of income amounts at average rates for the period. The effects of converting non-functional currency assets and
liabilities into the functional currency are recorded in Other (income)/deductions—net .

For operations in highly inflationary economies, we translate monetary items at rates in effect at the balance sheet date, with translation adjustments recorded in Other
(income)/deductions—net , and nonmonetary items at historical rates.

G. Revenues

Revenue Recognition —We record revenues from product sales when the goods are shipped and title passes to the customer. At the time of sale, we also record estimates
for a variety of sales deductions, such as sales rebates, discounts and incentives, and product returns. When we cannot reasonably estimate the amount of future product
returns, we record revenues when the risk of product return has been substantially eliminated.

Deductions from Revenues —Gross product sales are subject to a variety of deductions that are generally estimated and recorded in the same period that the revenues are
recognized and primarily represent rebates and discounts to government agencies, wholesalers, distributors and managed care organizations with respect to our
pharmaceutical products. These deductions represent estimates of the related obligation and, as such, judgment and knowledge of market conditions and practices are
required when estimating the impact of these sales deductions on gross sales for a reporting period.

Specifically:

« Inthe U.S., we record provisions for pharmaceutical Medicaid, Medicare and contract rebates based upon our experience ratio of rebates paid and actual prescriptions
written during prior quarters. We apply the experience ratio to the respective period’s sales to determine the rebate accrual and related expense. This experience ratio is
evaluated regularly to ensure that the historical trends are as current as practicable. As appropriate, we will adjust the ratio to better match our current experience or our
expected future experience. In assessing this ratio, we consider current contract terms, such as changes in formulary status and discount rates.

« Outside the U.S., the majority of our pharmaceutical rebates, discounts and price reductions are contractual or legislatively mandated and our estimates are based on

actual invoiced sales within each period; both of these elements help to reduce the risk of variations in the estimation process. Some European countries base their
rebates on the government’s unbudgeted pharmaceutical spending and
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we use an estimated allocation factor (based on historical payments) and total revenues by country against our actual invoiced sales to project the expected level of
reimbursement. We obtain third-party information that helps us to monitor the adequacy of these accruals.

« Provisions for pharmaceutical chargebacks (primarily reimbursements to wholesalers for honoring contracted prices to third parties) closely approximate actual as we
settle these deductions generally within two to four weeks of incurring the liability.

« Provisions for pharmaceutical returns are based on a calculation at each market that incorporates the following, as appropriate: local returns policies and practices; returns
as a percentage of sales; an understanding of the reasons for past returns; estimated shelf-life by product; an estimate of the amount of time between shipment and return
or lag time; and any other factors that could impact the estimate of future returns, such as loss of exclusivity, product recalls, or a changing competitive environment, as
appropriate.

« We record sales incentives as a reduction of revenues at the time the related revenues are recorded or when the incentive is offered, whichever is later. We estimate the
cost of our sales incentives based on our historical experience with similar incentives programs.

* Our accruals for Medicaid rebates, Medicare rebates, performance-based contract rebates and chargebacks were $1.5 billion as of December 31, 2008, and $1.4 billion as
of December 31, 2007, and are included in Other current liabilities .

Taxes collected from customers relating to product sales and remitted to governmental authorities are presented on a net basis; that is, they are excluded from Revenues .

Alliances —We have agreements to co-promote pharmaceutical products discovered by other companies. Alliance revenues are earned when our co-promotion partners ship
the related product and title passes to their customer. Alliance revenues are primarily based upon a percentage of our co-promotion partners’ net sales. Expenses for selling
and marketing these products are included in Selling, informational and administrative expenses .

H. Cost of Sales and Inventories
We value inventories at lower of cost or market. Cost is determined as follows:

« finished goods and work in process at average actual cost; and

* raw materials and supplies at average or latest actual cost.

I. Selling, Informational and Administrative Expens es
Selling, informational and administrative costs are expensed as incurred. Among other things, these expenses include the costs of marketing, advertising, shipping and
handling, information technology and non-manufacturing employee compensation.

Advertising expenses relating to production costs are expensed as incurred and the costs of radio time, television time and space in publications are expensed when the
related advertising occurs. Advertising expenses totaled approximately $2.6 billion in 2008, $2.7 billion in 2007 and $2.6 billion in 2006.

J. Research and Development Expenses

Research and development (R&D) costs are expensed as incurred. These expenses include the costs of our proprietary R&D efforts, as well as costs incurred in connection
with our third-party collaboration efforts. Before a compound receives regulatory approval, we record milestone payments made by us to third parties under contracted R&D
arrangements as expense when the specific milestone has been achieved. Once a compound receives regulatory approval, we record any subsequent milestone payments in
Identifiable intangible assets, less accumulated amortization and, unless the assets are determined to have an indefinite life, we amortize them evenly over the remaining
agreement term or the expected product life cycle, whichever is shorter.

K. Amortization of Intangible Assets, Depreciation and Certain Long-Lived Assets
Long-lived assets include:

* Goodwill —Goodwill represents the excess of the purchase price of an acquired business over the assigned values of its net assets. Goodwill is not amortized.

« Identifiable intangible assets, less accumulated amortization —These acquired assets are recorded at our cost. Intangible assets with finite lives are amortized evenly over
their estimated useful lives. Intangible assets with indefinite lives are not amortized.

* Property, plant and equipment, less accumulated depreciation —These assets are recorded at original cost and increased by the cost of any significant improvements after
purchase. We depreciate the cost evenly over the assets’ estimated useful lives. For tax purposes, accelerated depreciation methods are used as allowed by tax laws.

Amortization expense related to acquired intangible assets that contribute to our ability to sell, manufacture, research, market and distribute products, compounds and
intellectual property are included in Amortization of intangible assets as they benefit multiple business functions. Amortization expense related to intangible assets that are
associated with a single function and depreciation of property, plant and equipment are included in Cost of sales, Selling, informational and administrative expenses and
Research and development expenses, as appropriate.

We review all of our long-lived assets, including goodwill and other intangible assets, for impairment indicators at least annually and we perform detailed impairment testing for
goodwill and indefinite-lived assets annually and for all other long-lived assets whenever impairment indicators are present. When necessary, we record charges for
impairments of long-lived assets for the amount by which the present value of future cash flows, or some other fair value measure, is less than the carrying value of these
assets. The process
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for evaluating goodwill requires the calculation of the fair value of the corresponding business segment and determining the implied fair value of goodwill by subtracting the fair
value of all the identifiable net assets other than goodwill from the fair value of the business segment.

L. Acquisition-Related In-Process Research and Deve  lopment Charges and Restructuring Charges and Acqui sition-

Related Costs
When recording acquisitions, we have expensed amounts related to acquired IPR&D in Acquisition-related in-process research and development charges .

We may incur restructuring charges in connection with our cost-reduction initiatives, as well as in connection with acquisitions, when we implement plans to restructure and
integrate the acquired operations. For restructuring charges associated with a business acquisition that are identified in the first year after the acquisition date, the related
costs have been recorded as additional goodwill, if any, because they have been considered to be liabilities assumed in the acquisition. All other restructuring charges, all
integration costs and any charges related to our pre-existing businesses impacted by an acquisition have been expensed as incurred in Restructuring charges and acquisition-
related costs . Termination costs are a significant component of our restructuring charges and are recorded when the actions are probable and estimable.

M. Cash Equivalents and Statement of Cash Flows
Cash equivalents include items almost as liquid as cash, such as certificates of deposit and time deposits with maturity periods of three months or less when purchased. If
items meeting this definition are part of a larger investment pool, we classify them as Short-term investments .

Cash flows associated with financial instruments designated as fair value or cash flow hedges may be included in operating, investing or financing activities, depending on the
classification of the items being hedged. Cash flows associated with financial instruments designated as net investment hedges are classified according to the nature of the
hedge instrument. Cash flows associated with financial instruments that do not qualify for hedge accounting treatment are classified according to their purpose and accounting
nature.

N. Investments, Loans and Derivative Financial Inst  ruments

Many, but not all, of our financial instruments are carried at fair value. For example, substantially all of our cash equivalents, short-term investments and long-term
investments are classified as available-for-sale securities and are carried at fair value, with unrealized gains and losses, net of tax, reported in Other comprehensive income /
(expense) . Derivative financial instruments are carried at fair value in various balance sheet categories (see Note 9D. Financial Instruments: Derivative Financial Instruments
and Hedging Activities ), with changes in fair value reported in current earnings or deferred on qualifying hedging relationships. Virtually all of our valuation measurements are
based on the use of quoted prices for similar instruments in active markets or quoted prices for identical or similar instruments in markets that are not active or are directly or
indirectly observable.

Realized gains or losses on sales of investments are determined by using the specific identification cost method.

0. Income Tax Contingencies

We account for income tax contingencies using a benefit recognition model. If we consider that a tax position is more likely than not of being sustained upon audit, based
solely on the technical merits of the position, we recognize the benefit. We measure the benefit by determining the amount that is greater than 50% likely of being realized
upon settlement, presuming that the tax position is examined by the appropriate taxing authority that has full knowledge of all relevant information. Under the benefit
recognition model, if our initial assessment fails to result in the recognition of a tax benefit, we regularly monitor our position and subsequently recognize the tax benefit: (i) if
there are changes in tax law or analogous case law that sufficiently raise the likelihood of prevailing on the technical merits of the position to more likely than not; (ii) if the
statute of limitations expires; or (iii) if there is a completion of an audit resulting in a favorable settlement of that tax year with the appropriate agency. We regularly reevaluate
our tax positions based on the results of audits of federal, state and foreign income tax filings, statute of limitations expirations, and changes in tax law that would either
increase or decrease the technical merits of a position relative to the ‘more-likely-than-not’ standard. Liabilities associated with uncertain tax positions are classified as current
only when we expect to pay cash within the next 12 months. Interest and penalties, if any, are recorded in Provision for taxes on income and are classified on our consolidated
balance sheet with the related tax liability.

We are subject to income tax in many jurisdictions and a certain degree of estimation is required in recording the assets and liabilities related to income taxes. All of our tax
positions are subject to audit by the local taxing authorities in each tax jurisdiction. Tax audits can involve complex issues and the resolution of issues may span multiple
years, particularly if subject to negotiation or litigation.

P. Pension and Postretirement Benefit Plans

We provide defined benefit pension plans for the majority of employees worldwide. In the U.S., we have both qualified and supplemental (non-qualified) defined benefit plans,
as well as other postretirement benefit plans, consisting primarily of healthcare and life insurance for retirees. We recognize the overfunded or underfunded status of each of
our defined benefit plans as an asset or liability on our consolidated balance sheet. The obligations are generally measured at the actuarial present value of all benefits
attributable to employee service rendered, as provided by the applicable benefit formula. Our pension and other postretirement obligations may include assumptions such as
long-term rate of return on plan assets, expected employee turnover and participant mortality. For our pension plans, the obligation may also include assumptions as to future
compensation levels. For our other postretirement benefit plans, the obligation may include assumptions as to the expected cost of providing the healthcare and life insurance
benefits, as well as the extent to which those costs are shared with the employee or others (such as governmental programs). Plan assets are measured at fair value. Net
periodic benefit costs are recognized, as required, into Cost of sales, Selling, informational and administrative and Research and development expenses , as appropriate.
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Q. Share-Based Payments

Our compensation programs can include share-based payments. All grants under share-based payment programs are accounted for at fair value and these fair values are
generally amortized on an even basis over the vesting terms into Cost of sales, Selling, informational and administrative expenses and Research and development expenses ,
as appropriate.

2. Acquisitions

We are committed to capitalizing on new growth opportunities, a strategy that can include acquisitions of companies, products or technologies. During the three years ended
December 31, 2008, 2007 and 2006, we acquired the following:

« In the fourth quarter of 2008, we concluded the acquisition of a number of animal health product lines from Schering-Plough Corporation (Schering-Plough) for sale in the
European Economic Area in the following categories: swine e.coli vaccines; equine influenza and tetanus vaccines; ruminant neonatal and clostridia vaccines; rabies
vaccines; companion animal veterinary specialty products; and parasiticides and anti-inflammatories. The cost of acquiring these product lines was approximately $170
million.

« In the second quarter of 2008, we acquired Encysive Pharmaceuticals Inc. (Encysive), a biopharmaceutical company, whose main product (Thelin), for the treatment of
pulmonary arterial hypertension, is commercially available in much of the E.U., is approved in certain other markets, and is under review by the U.S. Food and Drug
Administration (FDA). The cost of acquiring Encysive, through a tender offer and subsequent merger, was approximately $200 million, including transaction costs. Upon
our acquisition of Encysive, Encysive’s change of control repurchase obligations under its $130 million, 2.5% convertible notes came into effect and, as such, Encysive
repurchased the convertible notes in consideration for their par value plus accrued interest in June 2008. In addition, in the second quarter of 2008, we acquired Serenex,
Inc. (Serenex), a privately held biotechnology company that owns SNX-5422, an oral Heat Shock Protein 90 (Hsp90) inhibitor currently in phase | trials for the potential
treatment of solid tumors and hematological malignancies, and an extensive Hsp90 inhibitor compound library, which has potential uses in treating cancer and
inflammatory and neurodegenerative diseases. In connection with these acquisitions, we recorded approximately $170 million in Acquisition-related in-process research
and development charges and approximately $450 million in intangible assets.

« In the first quarter of 2008, we acquired CovX, a privately held biotherapeutics company specializing in preclinical oncology and metabolic research and the developer of a
biotherapeutics technology platform that we expect will enhance our biologic portfolio. Also in the first quarter of 2008, we acquired all of the outstanding shares of Coley
Pharmaceutical Group, Inc., (Coley), a biopharmaceutical company specializing in vaccines and drug candidates designed to fight certain cancers, allergy and asthma
disorders, and autoimmune diseases, for approximately $230 million. In connection with these and two small acquisitions related to Animal Health, we recorded
approximately $440 million in Acquisition-related in-process research and development charges .

« In the first quarter of 2007, we acquired BioRexis Pharmaceutical Corp. (BioRexis), a privately held biopharmaceutical company with a novel technology platform for
developing new protein drug candidates, and Embrex, Inc. (Embrex), an animal health company that possesses a unique vaccine delivery system known as Inovoject that
improves consistency and reliability by inoculating chicks while they are still in the egg. In connection with these and other smaller acquisitions, we recorded $283 million in
Acquisition-related in-process research and development charges .

« In February 2006, we completed the acquisition of the sanofi-aventis worldwide rights, including patent rights and production technology, to manufacture and sell Exubera,
an inhaled form of insulin, and the insulin-production business and facilities located in Frankfurt, Germany, previously jointly owned by Pfizer and sanofi-aventis, for
approximately $1.4 billion in cash (including transaction costs). Substantially all assets recorded in connection with this acquisition have now been written off. See Note
4D. Certain Charges: Exubera . Prior to the acquisition, in connection with our collaboration agreement with sanofi-aventis, we recorded a research and development
milestone due to us from sanofi-aventis of $118 million ($71 million, after tax) in 2006 in Research and development expenses upon the approval of Exubera in January
2006 by the FDA.

« In December 2006, we completed the acquisition of PowderMed Ltd. (PowderMed), a U.K. company which specializes in the emerging science of DNA-based vaccines for
the treatment of influenza and chronic viral diseases, and in May 2006, we completed the acquisition of Rinat Neurosciences Corp. (Rinat), a biologics company with
several new central-nervous-system product candidates. In 2006, the aggregate cost of these and other smaller acquisitions was approximately $880 million (including
transaction costs). In connection with those transactions, we recorded $835 million in Acquisition-related in-process research and development charges .

3. Discontinued Operations

We evaluate our businesses and product lines periodically for strategic fit within our operations.

In the fourth quarter of 2006, we sold our Consumer Healthcare business for $16.6 billion, and recorded a gain of approximately $10.2 billion ($7.9 billion, net of tax) in Gains
on sales of discontinued operations—net of tax in the consolidated statement of income for 2006. In 2007, we recorded a loss of approximately $70 million, net of tax,
primarily related to the resolution of contingencies, such as purchase price adjustments and product warranty obligations, as well as pension settlements. This business was
composed of:

« substantially all of our former Consumer Healthcare segment;

« other associated amounts, such as purchase-accounting impacts, acquisition-related costs and restructuring and implementation costs related to our cost-reduction
initiatives that were previously reported in the Corporate/Other segment; and
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« certain manufacturing facility assets and liabilities, which were previously part of our Pharmaceutical or Corporate/ Other segment but were included in the sale of our
Consumer Healthcare business. The net impact to the Pharmaceutical segment was not significant.

The results of this business are included in Income from discontinued operations—net of tax for 2006.

Legal title to certain assets and legal control of the business in certain non-U.S. jurisdictions did not transfer to the buyer on the closing date of December 20, 2006, because
the satisfaction of specific local requirements was pending. These operations represented a small portion of our former Consumer Healthcare business and all of these
transactions have now closed. In order to ensure that the buyer was placed in the same economic position as if the assets, operations and activities of those businesses had
been transferred on the same date as the rest of the business, we entered into an agreement that passed the risks and rewards of ownership to the buyer from December 20,
2006. We treated these delayed-close businesses as sold for accounting purposes on December 20, 2006.

We continued during 2008 and 2007, and we will continue for a period of time, to generate cash flows and to report gross revenues, income and expense activity that are
associated with our former Consumer Healthcare business, in continuing operations, although at a substantially reduced level. After the transfer of these activities, these cash
flows and the income statement activity reported in continuing operations will be eliminated. The activities that give rise to these impacts are transitional in nature and
generally result from agreements that ensure and facilitate the orderly transfer of business operations to the new owner. For example, we entered into a number of transition
services agreements that allow the buyer sufficient time to prepare for the transfer of activities and to limit the risk of business disruption. The nature, magnitude and duration
of the agreements vary depending on the specific circumstances of the service, location and/or business need. The agreements can include the following: manufacturing and
product supply, logistics, customer service, support of financial processes, procurement, human resources, facilities management, data collection and information services.
Most of these agreements extended for periods generally less than 24 months, but because of the inherent complexity of manufacturing processes and the risk of product flow
disruption, some manufacturing and product supply agreements were extended to 36 months. Included in continuing operations for 2008 and 2007 were the following amounts
associated with these transition service agreements that will no longer occur after the full transfer of activities to the new owner: for 2008, included in Revenues ($172 million),
Cost of Sales ($162 million) and Selling , informational and administrative expenses ($3 million) and for 2007, included in Revenues ($219 million), Cost of Sales ($194
million), Selling, informational and administrative expenses ($15 million), and Other ( income)/deductions—net ($16 million income).

None of these agreements confers upon us the ability to influence the operating and/or financial policies of our former Consumer Healthcare business under its new
ownership.

The following amounts, primarily related to our former Consumer Healthcare business, which was sold in December 2006 for $16.6 billion, have been segregated from
continuing operations and included in Discontinued operations—net of tax in the consolidated statements of income:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
Revenues $ — $ — $ 4,044
Pre-tax income/(loss) $ (3) $ (5) $ 643
Benefit/(provision) for taxes @) 1 2 (210)
Income/(loss) from operations of discontinued businesses—net of tax (2) (3) 433
Pre-tax gains/(losses) on sales of discontinued businesses 6 (168) 10,243
Benefit/(provision) for taxes ®) 74 102 (2,363)
Gains/(losses) on sales of discontinued businesses—net of tax 80 (66) 7,880
Discontinued operations—net of tax $ 78 $ (69 $ 8,313

@includes a deferred tax expense of nil in 2008 and 2007 and $24 million in 2006.

®includes a deferred tax benefit of nil in 2008 and 2007 and $444 million in 2006.

Net cash flows of our discontinued operations from each of the categories of operating, investing and financing activities were not significant.

4. Certain Charges

A. Bextra and Certain Other Investigations

In January 2009, we entered into an agreement in principle with the U.S. Department of Justice to resolve the previously reported investigation regarding allegations of past
off-label promotional practices concerning Bextra, as well as certain other open investigations. In connection with these actions, in the fourth quarter of 2008, we recorded a
charge of $2.3 billion, pre-tax and after-tax, in Other (income)/deductions—net and such amount is included in Other current liabilities . (See Note 19D. Legal Proceedings and
Contingencies: Government Investigations and Requests for Information .)
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B. Certain Product Litigation—Celebrex and Bextra

In October 2008, we reached agreements in principle to resolve the pending U.S. consumer fraud purported class action cases and more than 90% of the known U.S.
personal injury claims involving Celebrex and Bextra, and we reached agreements to resolve substantially all of the claims of state attorneys general primarily relating to
alleged Bextra promotional practices. In connection with these actions, in the third quarter of 2008, we recorded pre-tax charges of approximately:

* $745 million applicable to all known U.S. personal injury claims;
*  $89 million applicable to the pending U.S. consumer fraud purported class action cases; and

« $60 million applicable to agreements to resolve civil claims brought by 33 states and the District of Columbia, primarily relating to alleged Bextra promotional practices.
Under these agreements, we made a payment of $60 million to the states and have adopted compliance measures that complement policies and procedures previously
established by us.

These litigation-related charges were recorded in Other (income)/deductions—net . Virtually all of this amount is included in Other current liabilities . Although we believe that
we have insurance coverage for a portion of the proposed personal injury settlements, no insurance recoveries have been recorded.

We believe that the charges of approximately $745 million will be sufficient to resolve all known U.S. personal injury claims, including those not being settled at this time.
However, additional charges may have to be taken in the future in connection with certain pending claims and unknown claims relating to Celebrex and Bextra. (See Note
19B. Legal Proceedings and Contingencies: Product Litigation .)

C. Adjustment of Prior Years’ Liabilities for Produ ct Returns

Revenues in 2008 include a reduction of $217 million, pre-tax, to adjust our prior years’ liabilities for product returns. After a detailed review in 2008 of our returns experience,
we determined that our previous accounting methodology for product returns needed to be revised, as the lag time between product sale and return was actually longer than
we had previously assumed. Although fully recorded in 2008, virtually all of the adjustment relates back several years.

We performed an evaluation of the impact of this error on prior years, as well the impact of correcting the error on a cumulative basis in 2008. As a result of that analysis, we
determined that the cumulative correction was not material to our results for 2008 and the cumulative correction was recorded in 2008. We have also reviewed our expense
calculations for the prior years and determined that the expense recorded in those years was not materially different from what would have been recorded under our revised
approach.

D. Exubera
In the third quarter of 2007, after an assessment of the financial performance of Exubera, an inhalable form of insulin for the treatment of diabetes, as well as its lack of
acceptance by patients, physicians and payers, we decided to exit the product.

In connection with these actions, we recorded total pre-tax charges of $2.8 billion, virtually all of which were recorded in the third quarter of 2007. These charges were
included primarily in Cost of sales ($2.6 billion), Selling, informational and administrative expenses ($85 million), and Research and development expenses ($100 million). The
charges comprised asset write-offs of $2.2 billion (intangibles, inventory and fixed assets) and other exit costs, primarily severance, contract and other termination costs. The
exit costs resulted in cash expenditures in 2007 and 2008. As of December 31, 2008, the remaining accrual for other exit costs is approximately $152 million. Substantially all
of this cash spending is expected to be completed in 2009.

5. Cost-Reduction Initiatives

In the first quarter of 2005, we launched cost-reduction and transformation initiatives to increase efficiency and streamline decision-making across the company. These
initiatives, announced in April 2005, broadened in October 2006 and expanded in January 2007, followed the integration of Warner-Lambert and Pharmacia. In January 2009,
we announced a new cost-reduction initiative, the implementation of which we expect will be completed by the end of 2010.

We incurred the following costs in connection with all of our cost-reduction initiatives:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
Implementation costs @ $ 1,605 $ 1,389 $ 788
Restructuring charges (0) 2,626 2,523 1,296
Total costs related to our cost-reduction initiatives $ 4,231 $ 3,912 $ 2,084

@For 2008, included in Cost of sales ($745 million), Selling, informational and administrative expenses ($413 million), Research and development expenses ($433 million)
and Other (income)/deductions—net ($14 million). For 2007, included in Cost of sales ($700 million), Selling, informational and administrative expenses ($334 million),
Research and development expenses ($416 million), and Other (income)/deductions—net ($61 million income). For 2006, included in Cost of sales ($392 million), Selling,
informational and administrative expenses ($243 million), Research and development expenses ($176 million), and Other (income)/deductions—net ($23 million income).

®)included in Restructuring charges and acquisition-related costs .
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From the beginning of the cost-reduction and transformation initiatives in 2005 through December 31, 2008, the restructuring charges primarily relate to our supply network
transformation efforts and the restructuring of our worldwide marketing and research and development operations, and the implementation costs primarily relate to accelerated
depreciation of certain assets, as well as system and process standardization and the expansion of shared services.

The components of restructuring charges associated with all of our cost-reduction initiatives follow:

ACTIVITY ACCRUAL
THROUGH AS OF

COSTS INCURRED DECEMBER 31,  DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006 2005-2008 2008 @ 2008 ®
Employee termination costs $2,004 $2,034 $ 809 $ 5,150 $ 3,045 $ 2,105
Asset impairments 543 260 368 1,293 1,293 —
Other 79 229 119 440 390 50
Total $2,626 $2523  $1,296 __$ 6,883 $ 4728 S 2,155

@ Includes adjustments for foreign currency translation.

®) Included in Other current liabilities ($1.5 billion) and Other noncurrent liabilities ($636 million).

From the beginning of the cost-reduction and transformation initiatives in 2005 through December 31, 2008, Employee termination costs represent the expected reduction of
the workforce by approximately 30,700 employees, mainly in manufacturing, sales and research; and approximately 19,500 of these employees have been terminated.

Employee termination costs are recorded when the actions are probable and estimable and include accrued severance benefits, pension and postretirement benefits. Asset
impairments primarily include charges to write down property, plant and equipment. Other primarily includes costs to exit certain activities.

6. Other (Income)/Deductions—Net

The components of Other (income)/deductions—net follow:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
Interest income $ (1,288) $ (1,496) $ (925)
Interest expense 562 440 517
Interest expense capitalized (46) (43) (29)
Net interest income (@ (772) (1,099) (437)
Royalty-related income ® (673) (224) (395)
Net gains on asset disposals ©) (14) (326) (280)
Legal matters (@ 3,300 46 (29)
Asset impairment charges Q) 143 28 320
Other, net 48 (184) (83)

Other (income)/deductions—net $ 2,032 $ (1,759) $ (904)

@ The decrease in net interest income in 2008 compared to 2007 is due primarily to lower net financial assets and lower interest rates during 2008 compared to 2007. The
increase in net interest income in 2007 compared to 2006 is due primarily to higher net financial assets during 2007 compared to 2006, reflecting proceeds of $16.6 billion
from the sale of our Consumer Healthcare business in late December 2006, and higher interest rates.

®) In 2008, includes $425 million related to the sale of certain royalty rights.

© In 2007, includes a gain of $211 million related to the sale of a building in Korea. In 2008, gross realized gains were $20 million and gross realized losses were nil on sales
of available-for-sale securities. In 2007, gross realized gains were $8 million and gross realized losses were nil on sales of available-for-sale securities. In 2006, gross
realized gains were $65 million and gross realized losses were $1 million on sales of available-for-sale securities. Proceeds from the sale of available-for-sale securities
were $2.2 billion in 2008, $663 million in 2007 and $79 million in 2006.

@ In 2008, primarily includes charges of $2.3 billion resulting from an agreement in principle with the U.S. Department of Justice to resolve the previously reported
investigation regarding allegations of past off-label promotional practices concerning Bextra, as well as certain other open investigations, and charges of $900 million
related to our agreements and our agreements in principle to resolve certain litigation and claims involving our non-steroidal anti-inflammatory (NSAID) pain medicines.
(See Note 4A. Certain Charges: Bextra and Certain Other Investigations and Note 4B. Certain Charges: Certain Product Litigation — Celebrex and Bextra.)

(®) In 2006, we recorded a charge of $320 million related to the impairment of our Depo-Provera intangible asset, for which amortization expense was included in Amortization
of intangible assets .

7. Taxes on Income

A. Adoption of New Accounting Standard

As of January 1, 2007, we adopted the provisions of FIN 48, Accounting for Uncertainty in Income Taxes, an interpretation of SFAS 109, Accounting for Income Taxes , as
supplemented by FASB FSP FIN 48-1, Definition of Settlement in FASB Interpretation No. 48 , issued May 2, 2007. See Note 10. Significant Accounting Policies: Income Tax
Contingencies for a full description of our accounting policy related to the accounting for income tax contingencies. As a result of the implementation of FIN 48, as amended,
at the date of adoption, we reduced our existing liabilities for uncertain tax positions by approximately $11 million, recorded as a direct adjustment to the opening balance of
Retained earnings as of January 1, 2007, and changed the classification of virtually all
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amounts associated with uncertain tax positions of approximately $4.0 billion, including the associated accrued interest of approximately $780 million, from current to
noncurrent. (See Note 7E. Taxes on Income: Tax Contingencies .)

B. Taxes on Income
Income from continuing operations before provision for taxes on income, and minority interests consists of the following:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
United States $ (1,760) $ 242 $ 3,266
International 11,454 9,036 9,762
Total income from continuing operations before provision for taxes on income, and minority interests $ 9,694 $ 9,278 $ 13,028

The decrease in domestic income from continuing operations before taxes in 2008 compared to 2007 is due primarily to charges of $2.3 billion resulting from an agreement in
principle with the U.S. Department of Justice to resolve the previously reported investigation regarding allegations of past off-label promotional practices concerning Bextra, as
well as certain other open investigations (see Note 4A . Certain Charges: Bextra and Certain Other Investigations) , and charges of $900 million related to our agreements and
our agreements in principle to resolve certain litigation and claims involving our NSAID pain medicines (see Note 4B . Certain Charges: Certain Product Litigation—Celebrex
and Bextra) , and an increase in restructuring charges in 2008 compared to 2007, partially offset by the charges associated with Exubera in 2007 (see Note 4D. Certain
Charges: Exubera ). The increase in international income from continuing operations before taxes in 2008 compared to 2007 is due primarily to the charges associated with
Exubera in 2007 (see Note 4D. Certain Charges: Exubera ).

The decrease in domestic income from continuing operations before taxes in 2007 compared to 2006 is due primarily to the volume and geographic mix of product sales and
restructuring charges in 2007 compared to 2006, as well as the impact of charges associated with Exubera, partially offset by lower IPR&D charges in 2007 of $283 million,
primarily related to our acquisitions of Biorexis and Embrex, compared to IPR&D charges in 2006 of $835 million, primarily related to our acquisitions of Rinat and
PowderMed.

Provision for taxes on income consists of the following:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
United States:
Taxes currently payable:

Federal $ 707 $ 1,393 $ 1,399
State and local 154 243 205
Deferred income taxes (30) (1,986) (1,371)
Total U.S. tax (benefit)/provision 831 (350) 233
International:
Taxes currently payable 2,115 2,175 1,913
Deferred income taxes (1,301) (802) (154)
Total international tax provision 814 1,373 1,759
Total provision for taxes on income @ $ 1,645 $ 1,023 $ 1,992

@Excludes federal, state and international expense of approximately $4 million in 2008, $1 million in 2007, and a benefit of $119 million in 2006, primarily related to the
resolution of certain tax positions related to Pharmacia, which were debited or credited to Goodwill , as appropriate.

In 2008, we effectively settled certain issues common among multinational corporations with various foreign tax authorities primarily relating to years 2000 through 2005. As a
result, we recognized $305 million in tax benefits. Also, in 2008, we sold one of our biopharmaceutical companies, Esperion Therapeutics, Inc. (Esperion), to a newly formed
company that is majority-owned by a group of venture capital firms. The sale, for nominal consideration, resulted in a loss for tax purposes that reduced our tax expense by
$426 million. This tax benefit is a result of the significant initial investment in Esperion in 2004, primarily reported as an income statement charge for in-process research and
development at acquisition date. 2008 also reflects the impact of the third-quarter 2008 provision for the proposed resolution of certain Bextra and Celebrex civil litigation and
the impact of the fourth-quarter 2008 provision for the proposed resolution of certain investigations, which are either not deductible or deductible at lower tax rates.

In 2006, we were notified by the Internal Revenue Service (IRS) Appeals Division that a resolution had been reached on the matter that we were in the process of appealing
related to the tax deductibility of an acquisition-related breakup fee paid by the Warner-Lambert Company in 2000. As a result, we recorded a tax benefit of approximately
$441 million related to the resolution of this issue (see Note 7E. Taxes on Income: Tax Contingencies ). Also in 2006, we recorded a decrease to the 2005 estimated U.S. tax
provision related to the repatriation of foreign earnings, due primarily to the receipt of information that raised our assessment of the likelihood of prevailing on the technical
merits of a certain position, and we recognized a tax benefit of $124 million. Additionally, in 2006, the IRS issued final regulations on Statutory Mergers and Consolidations,
which impacted certain prior-period transactions, and we recorded a tax benefit of $217 million, reflecting the total impact of these regulations.

Amounts reflected in the preceding tables are based on the location of the taxing authorities.
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C. Tax Rate Reconciliation
Reconciliation of the U.S. statutory income tax rate to our effective tax rate for income from continuing operations follows:

YEAR ENDED DECEMBER 31,

2008 2007 2006
U.S. statutory income tax rate 35.0% 35.0% 35.0%
Earnings taxed at other than U.S. statutory rate (20.2) (21.6) (15.7)
Sale of biopharmaceutical company (4.3) — —
Resolution of certain tax positions 3.1) — (3.4)
U.S. research tax credit and manufacturing deduction 1.2) (1.5) (0.5)
Proposed legal settlements 9.0 — —
Acquired IPR&D 2.1 1.1 2.2
Tax legislation impact — — 1.7)
Repatriation of foreign earnings — — (1.0)
All other—net (0.3) (2.0) 04
Effective tax rate for income from continuing operations 17.0% 11.0% 15.3%

For earnings taxed at other than the U.S. rate, this rate impact reflects the fact that we operate manufacturing subsidiaries in Puerto Rico, Ireland and Singapore. We benefit
from Puerto Rican incentive grants that expire between 2019 and 2029. Under the grants, we are partially exempt from income, property and municipal taxes. Under

Section 936 of the U.S. Internal Revenue Code, Pfizer was a “grandfathered” entity and was entitled to the benefits under such statute until September 30, 2006. In Ireland,
we benefit from an incentive tax rate effective through 2010 on income from manufacturing operations. In Singapore, we benefit from incentive tax rates effective through 2031
on income from manufacturing operations. This rate impact also reflects the jurisdictional location of earnings, realization of approximately $711 million (tax effect) in net
operating losses, as well as the costs of certain repatriation decisions.

For a discussion about the sale of the biopharmaceutical company, proposed legal settlements, the tax legislation impact and the repatriation of foreign earnings, see Note
7B. Taxes on Income: Taxes on Income . For a discussion about the resolution of certain tax positions, see Note 7E. Taxes on Income: Tax Contingencies . On October 3,
2008, the Tax Extenders and Alternative Minimum Tax Relief Act (the Extenders Act) extended the research and development tax credit from January 1, 2008, through
December 31, 2009. The charges for acquired IPR&D in 2008, 2007 and 2006 are primarily not deductible.

D. Deferred Taxes
Deferred taxes arise as a result of basis differentials between financial statement accounting and tax amounts.

The tax effect of the major items recorded as deferred tax assets and liabilities, shown before jurisdictional netting, as of December 31, is as follows:

2008 DEFERRED TAX 2007 DEFERRED TAX
(MILLIONS OF DOLLARS) ASSETS (LIABILITIES) ASSETS (LIABILITIES)
Prepaid/deferred items $ 1,095 $ (256) $ 1,315 $ (431)
Intangibles 872 (5,727) 897 (6,737)
Property, plant and equipment 205 (996) 300 (957)
Employee benefits 3,414 (585) 2,552 (740)
Restructurings and other charges 1,449 (5) 717 (11)
Net operating loss/credit carryforwards 3,065 — 1,842 —
Unremitted earnings — (4,471) — (3,550)
State and local tax adjustments 585 — 529 —
All other 1,007 (432) 848 (37)
Subtotal 11,692 (12,472) 9,000 (12,463)
Valuation allowance (194) — (158) —
Total deferred taxes $ 11,498 $ (12,472) $ 8,842 $ (12,463)
Net deferred tax liability $ (974) $ (3,621)

The reduction in the net deferred tax liability position in 2008 compared to 2007 is primarily due to amortization of noncurrent deferred tax liabilities related to identifiable
intangibles in connection with our acquisition of Pharmacia in 2003, an increase in the noncurrent deferred tax asset on employee benefits and net operating loss carryovers,
and an increase in the current deferred tax asset on restructuring charges, partially offset by an increase in the current deferred tax liability on unremitted earnings.

We have carryforwards, primarily related to foreign tax credit carryovers and net operating loss carryovers, which are available to reduce future U.S. federal and state, as well
as international, income with either an indefinite life or expiring at various times between 2009 and 2028. Certain of our U.S. net operating losses are subject to limitations
under Internal Revenue Code Section 382.
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Valuation allowances are provided when we believe that our deferred tax assets are not recoverable based on an assessment of estimated future taxable income that
incorporates ongoing, prudent, feasible tax planning strategies.

As of December 31, 2008, we have not made a U.S. tax provision on approximately $63.1 billion of unremitted earnings of our international subsidiaries. As of December 31,
2008, these earnings are intended to be permanently reinvested overseas; as such, it is not practical to compute the estimated deferred tax liability on these permanently
reinvested earnings.

Deferred tax assets and liabilities in the preceding table, netted by taxing jurisdiction, are in the following captions in our consolidated balance sheets:

AS OF DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007
Current deferred tax asset @ $ 1,143 $ 1,664
Noncurrent deferred tax asset ®) 1,256 2,441
Current deferred tax liability © (414) (30)
Noncurrent deferred tax liability (@ (2,959) (7,696)
Net deferred tax liability $ (974 $ (3,621)

@ Included in Taxes and other current assets .
®) Included in Other assets, deferred taxes and deferred charges .
© Included in Other current liabilities .

@ Included in Deferred taxes .

E. Tax Contingencies

We are subject to income tax in many jurisdictions and a certain degree of estimation is required in recording the assets and liabilities related to income taxes. For a
description of our accounting policy associated with accounting for income tax contingencies, see Note 10. Significant Accounting Policies: Income Tax Contingencies . All of
our tax positions are subject to audit by the local taxing authorities in each tax jurisdiction. Tax audits can involve complex issues and the resolution of issues may span
multiple years, particularly if subject to negotiation or litigation.

The United States is one of our major tax jurisdictions. We are currently appealing two issues related to the IRS’ audits of the Pfizer Inc. tax returns for the years 2002 through
2005. The 2006, 2007 and 2008 tax years are currently under audit as part of the IRS Compliance Assurance Process, a real-time audit process. All other tax years in the
U.S. for Pfizer Inc. are closed under the statute of limitations. With respect to Pharmacia Corporation, the IRS is currently conducting an audit for the year 2003 through the
date of merger with Pfizer (April 16, 2003). In addition to the open audit years in the U.S., we have open audit years in other major tax jurisdictions, such as Canada (1998-
2008), Japan (2006-2008), Europe (1996-2008, primarily reflecting Ireland, the U.K., France, Italy, Spain and Germany) and Puerto Rico (2004-2008).

We regularly reevaluate our tax positions based on the results of audits of federal, state and foreign income tax filings, statute of limitations expirations, and changes in tax law
that would either increase or decrease the technical merits of a position relative to the ‘more-likely-than-not’ standard. We believe that our accruals for tax liabilities are
adequate for all open years. Many factors are considered in making these evaluations, including past history, recent interpretations of tax law, and the specifics of each
matter. Because tax laws and regulations are subject to interpretation and tax litigation is inherently uncertain, these evaluations can involve a series of complex judgments
about future events and can rely heavily on estimates and assumptions (see Note 1C. Significant Accounting Policies: Estimates and Assumptions ). Our evaluations are
based on estimates and assumptions that have been deemed reasonable by management. However, if our estimates and assumptions are not representative of actual
outcomes, our results could be materially impacted.

In 2008, we effectively settled certain issues common among multinational corporations with various foreign tax authorities primarily relating to tax years 2000 to 2005. As a
result, we recognized $305 million in tax benefits.

Because tax law is complex and often subject to varied interpretations, it is uncertain whether some of our tax positions will be sustained upon audit. The amounts associated
with uncertain tax positions in 2008 and 2007 are as follows:

AS OF DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007
Noncurrent deferred tax assets @ $ 589 $ 529
Other tax assets @ 809 890
Income taxes payable ®)©) (129) (408)
Other taxes payable ®) (6,568) (6,246)
Total amounts associated with uncertain tax positions $  (5,299) $ (5,235)

@jncluded in Other assets, deferred taxes and deferred charges .
®)ncludes gross accrued interest of $1.3 billion as of December 31, 2008, and $1.2 billion as of December 31, 2007. Accrued penalties are not significant.

(©As of December 31, 2008, included in Income taxes payable ($85 million) and Taxes and other current assets ($44 million). As of December 31, 2007, included in Income
taxes payable ($358 million) and Taxes and other current assets ($50 million).
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Tax liabilities associated with uncertain tax positions represent unrecognized tax benefits, which arise when the estimated benefit recorded in our financial statements differs
from the amounts taken or expected to be taken in a tax return because of the uncertainties described above. These unrecognized tax benefits relate primarily to issues
common among multinational corporations. Substantially all of these unrecognized tax benefits, if recognized, would impact our effective income tax rate.

Tax assets associated with uncertain tax positions represent our estimate of the potential tax benefits in one tax jurisdiction that could result from the payment of income taxes
in another tax jurisdiction. These potential benefits generally result from cooperative efforts among taxing authorities, as required by tax treaties to minimize double taxation,
commonly referred to as the competent authority process. The recoverability of these assets, which we believe to be more likely than not, is dependent upon the actual
payment of taxes in one tax jurisdiction and, in some cases, the successful petition for recovery in another tax jurisdiction.

A reconciliation of the beginning and ending amounts of gross unrecognized tax benefits and accrued interest is as follows:

(MILLIONS OF DOLLARS) 2008 2007
Balance, January 1 $(6,654) $(5,009)
Decreases based on tax positions taken during a prior period @ 1,022 _
Increases based on tax positions taken during the current period (b) (990) (1,089)
Increases in accrued interest due to the passage of time (333) (331)
Impact of foreign exchange 245 (191)
Other, net © 13 (34)
Balance, December 31 (@) $(6,697) $(6,654)

@ pecreases are primarily a result of effectively settling certain issues with various foreign tax authorities for a net benefit of $305 million, reflecting the reversal of the related
tax assets associated with the competent authority process ( see Note 7B. Taxes on Income: Taxes on Income ).

(b)Primarin included in Provision for taxes on income .

©Includes increases based on tax positions taken during a prior period, decreases due to settlements with taxing authorities and decreases as a result of a lapse of the
applicable statute of limitations.

@in 2008, included in Income taxes payable ($85 million), Taxes and other current assets ($44 million) and Other taxes payable ($6.6 billion). In 2007, included in Income
taxes payable ($358 million), Taxes and other current assets ($50 million) and Other taxes payable ($6.2 billion).

If our estimates of unrecognized tax benefits and potential tax benefits are not representative of actual outcomes, our financial statements could be materially affected in the
period of settlement or when the statutes of limitations expire, as we treat these events as discrete items in the period of resolution. Finalizing audits with the relevant taxing
authorities can include formal administrative and legal proceedings and, as a result, it is difficult to estimate the timing and range of possible change related to our uncertain
tax positions. However, any settlements or statute expirations would likely result in a significant decrease in our uncertain tax positions. We estimate that within the next 12
months, our gross uncertain tax positions could decrease by as much as $200 million, as a result of settlements with taxing authorities or the expiration of the statute of
limitations.
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8. Other Comprehensive Income/(Expense)

Changes, net of tax, in accumulated other comprehensive income/(expense) follow:

NET UNREALIZED
GAINS/(LOSSES)

BENEFIT PLANS

PRIOR
SERVICE
ACCUMULATED
CURRENCY (COSTS)/  MINIMUM OTHER
TRANSLATION AVAILABLE- ACTUARIAL CREDITS COMPREHENSIVE
DERIVATIVE PENSION
ADJUSTMENT FINANCIAL FOR-SALE GAINS/ AND INCOME/
(MILLIONS OF DOLLARS) AND OTHER INSTRUMENTS  SECURITIES (LOSSES) OTHER _ LIABILITY (EXPENSE)
Balance, January 1, 2006 $ 1,113 $ (107) $ 83 $ — — (610) $ 479
Other comprehensive income:
Foreign currency translation adjustments 1,104 — — — — — 1,104
Unrealized holding gains — 126 63 — — — 189
Reclassification adjustments to income @ (40) 5 (64) — — — (99)
Other 3) — — — — (16) (19)
Income taxes 53 (50) 14 — — — 17
1,192
Adoption of new accounting standard, net of tax
®) — _ — (2,739) (27) 626 (2,140)
Balance, December 31, 2006 2,227 (26) 96 (2,739) 27) — (469)
Other comprehensive income:
Foreign currency translation adjustments 1,422 — — — — — 1,422
Unrealized holding gains/(losses) — 3 (43) — — — (40)
Reclassification adjustments to income @ (96) 3 (8) — — — (101)
Actuarial gains and other benefit plan items — — — 1,374 11 — 1,385
Amortization of actuarial losses and other
benefit plan items — — — 248 7 — 255
Curtailments and settlements—net — — — 268 (5) — 263
Other 6 — — (62) (6) — (62)
Income taxes 313 12) 9 (656) (8) — (354)
2,768
Balance, December 31, 2007 3,872 (32) 54 (1,567) (28) — 2,299
Other comprehensive expense:
Foreign currency translation adjustments (5,898) — — — — — (5,898)
Unrealized holding gains/(losses) — 69 (193) — — — (124)
Reclassification adjustments to income ) ) — (20) — — — (22)
Actuarial gains/(losses) and other benefit
plan items — — — (3,098) 22 — (3,076)
Amortization of actuarial losses and other
benefit plan items — — — 130 3 — 133
Curtailments and settlements—net — — — 280 3 — 283
Other 10 — — 129 35 — 174
Income taxes 629 9) 73 994 (25) — 1,662
(6,868)
Balance, December 31, 2008 $ (1,389) $ 28 % (86) $ (3,132) $ 10 $ — $ (4,569)

@ The currency translation adjustments reclassified to income result from the sale of businesses.

®) Includes pre-tax amounts for Actuarial losses of $4.3 billion and Prior service costs/(credits) and other of $27 million. See also Note 13A. Pension and Postretirement
Benefit Plans and Defined Contribution Plans: Adoption of New Accounting Standard .

Income taxes are not provided for foreign currency translation relating to permanent investments in international subsidiaries.

As of December 31, 2008, we estimate that we will reclassify into 2009 income the following pre-tax amounts currently held in Accumulated other comprehensive income/
(expense) : virtually all of the unrealized holding gains on derivative financial instruments; $302 million of actuarial losses related to benefit plan obligations and plan assets
and other benefit plan items; and $6 million of prior service credits related primarily to benefit plan amendments.
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9. Financial Instruments

A. Investments in Debt and Equity Securities
Information about our investments as of December 31 follows:

(MILLIONS OF DOLLARS) 2008 2007
Trading investments (@ $ 190 $ 256
Amortized cost and fair value of available-for-sale debt securities ®) :

Western European and other government debt 14,639 10,848

Corporate debt 5,388 6,579

Western European and other government agency debt 5,040 4,277

Federal Home Loan Mortgage Corporation, Federal National Mortgage Association and Government National Mortgage Association asset-

backed securities 2,386 —

Supranational debt 1,956 1,892

Other asset-backed securities 635 490

Certificates of deposit 17 117
Total available-for-sale debt securities 30,061 24,203
Amortized cost and fair value of held-to-maturity debt securities ®) :

Certificates of deposit and other 2,349 2,609
Total held-to-maturity debt securities 2,349 2,609

Available-for-sale money market fund:
Investing in U.S. government and its agencies’ or instrumentalities’ securities and reverse repurchase agreements involving the same

investments held 398 297
Total available-for-sale money market funds 398 297
Cost of available-for-sale equity securities, excluding money market funds 341 202
Gross unrealized gains 17 127
Gross unrealized losses (39) (13)
Fair value of available-for-sale equity securities, excluding money market funds 319 316
Total fair value of available-for-sale equity securities 717 613
Total investments $33,317 $27,681

@ Trading investments are held in trust for legacy Pharmacia severance benefits.

®)  Gross unrealized gains and losses are not significant.

These investments are in the following captions in the consolidated balance sheets as of December 31 :

(MILLIONS OF DOLLARS) 2008 2007
Cash and cash equivalents $ 1,980 $ 2,467
Short-term investments 21,609 22,069
Long-term investments and loans 9,728 3,145
Total investments $33,317 $27,681
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The contractual maturities of the available-for-sale and held-to-maturity debt securities as of December 31, 2008, follow:

YEARS
OVER 1 OVER 5 OVER
(MILLIONS OF DOLLARS) WITHIN 1 TO5 TO 10 10 TOTAL
Available-for-sale debt securities:

Western European and other government debt $ 12,729 $ 1,821 $ 89 $ — $14,639

Corporate debt 2,414 2,974 — — 5,388

Western European and other government agency debt 4,032 1,008 — — 5,040

Federal Home Loan Mortgage Corporation, Federal National Mortgage Association and

Government National Mortgage Association asset-backed securities — 2,386 — — 2,386

Supranational debt 1,328 628 — — 1,956

Other asset-backed securities 336 299 — — 635

Certificates of deposit 17 — — — 17
Held-to-maturity debt securities:

Certificates of deposit and other 2,335 4 5 5 2,349
Total debt securities $ 23,191 $ 9,120 $ 94 $ 5 $32,410
Trading investments 190
Available-for-sale money market funds 398
Available-for-sale equity securities, excluding money market funds 319
Total investments $33,317

B. Short-Term Borrowings

Short-term borrowings include amounts for commercial paper of $7.8 billion as of December 31, 2008, and $4.4 billion as of December 31, 2007. The weighted-average
effective interest rate on short-term borrowings outstanding was 1.9% as of December 31, 2008, and 3.4% as of December 31, 2007.

As of December 31, 2008, we had access to $7.2 billion of lines of credit, of which $5.1 billion expire within one year. Of these lines of credit, $7.1 billion are unused, of which
our lenders have committed to loan us $6.1 billion at our request. $6.0 billion of the unused lines of credit, of which $4.0 billion expire in 2009 and $2.0 billion expire in 2013,

may be used to support our commercial paper borrowings.

C. Long-Term Debt

Information about our long-term debt as of December 31 follows:

(MILLIONS OF DOLLARS) MATURITY DATE 2008 2007
Senior unsecured notes:

4.55% euro May 2017 $1,312 $1,291

4.75% euro December 2014 1,311 1,296

6.60% December 2028 1,015 764

4.50% February 2014 836 753

1.21% Japanese yen February 2011 662 530

1.30% Japanese yen November 2011 662 —

6.50% December 2018 624 527

1.85% Japanese yen February 2016 606 484

4.65% March 2018 357 300

6.75% December 2027 309 233

5.63% April 2009 — 612

3.30% March 2009 — 297
Other:

Debentures, notes, borrowings and mortgages 269 227
Total long-term debt $7,963 $7,314
Current portion not included above $ 937 $1,024
Long-term debt outstanding as of December 31, 2008, matures in the following years:

AFTER

(MILLIONS OF DOLLARS) 2010 2011 2012 2013 2013

Maturities $ 37 $1,348 $ 19 $8 $6,551
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In March 2007, we filed a securities registration statement with the Securities and Exchange Commission. The registration statement was filed under the automatic shelf
registration process available to “well-known seasoned issuers” and is effective for three years. We can issue securities of various types under that registration statement at
any time, subject to approval by our Board of Directors in certain circumstances.

D. Derivative Financial Instruments and Hedging Act ivities

Foreign Exchange Risk —A significant portion of revenues, earnings and net investments in foreign affiliates is exposed to changes in foreign exchange rates. We seek to
manage our foreign exchange risk in part through operational means, including managing expected same currency revenues in relation to same currency costs and same
currency assets in relation to same currency liabilities. Depending on market conditions, foreign exchange risk is also managed through the use of derivative financial
instruments and foreign currency debt. These financial instruments serve to protect net income and net investments against the impact of the translation into U.S. dollars of
certain foreign exchange denominated transactions.

We entered into financial instruments to hedge, or offset by the same currency, an appropriate portion of the currency risk and the timing of the hedged or offset item. As of
December 31, 2008 and 2007, the more significant financial instruments employed to manage foreign exchange risk follow:

PRIMARY

BALANCE

SHEET NOTIONAL AMOUNT

CAPTION HEDGE (MILLIONS OF DOLLARS) MATUDI?AqE
INSTRUMENT @ ®) TYPE ©  HEDGED OR OFFSET ITEM 2008 2007 08/07
Forwards ocL - Short-term foreign currency assets and liabilities O $ ezl $ 10672 2009/2008
Forwards OCL CF Yen available-for-sale investments 4,224 2,666 2009/2008
Forwards OCA CF Euro available-for-sale investments 2,558 — 2009
Forwards OCL CF Swedish krona intercompany borrowing 2,153 — 2009
ST yen borrowings STB NI Yen net investments 1,574 1,679 2009/2008
LT yen debt LTD NI Yen net investments 1,325 530 2011
Swap ONCL — Euro fixed rate debt 1,247 — 2014
Swap OA — Euro fixed rate debt 1,247 1,321 2017
LT yen debt LTD NI Yen net investments 718 574 After 2013
Swaps ocL NI Swedish krona net investments ®) — 8,288 2008
Forwards OCL CF Euro available-for-sale investments — 5,297 2008
Swaps OCA CF Swedish krona intercompany loan — 5,156 2008
Forwards OCL CF U.K. pound available-for-sale investments — 1,419 2008
Swap OA — Euro fixed rate debt — 1,321 2014
Swaps OCA NI Euro net investments — 916 2008
Swaps OCL NI Yen net investments — 686 2008
ST yen debt STB NI Yen net investments — 530 2008

@ Forwards = Forward-exchange contracts; ST yen borrowings = Short-term yen borrowings; ST yen debt = Short-term yen debt; LT yen debt = Long-term yen debt.

®)The primary consolidated balance sheet caption indicates the financial statement classification of the amount associated with the financial instrument used to hedge or
offset foreign exchange risk. The abbreviations used are defined as follows: OCA = Taxes and other current assets ; OA = Other assets, deferred taxes and deferred
charges ; STB = Short-term borrowings, including current portion of long-term debt ; OCL = Other current liabilities ; LTD = Long-term debt ; and ONCL = Other noncurrent
liabilities .
© CF = Cash flow hedge; NI = Net investment hedge.
) Forward-exchange contracts used to offset short-term foreign currency assets and liabilities were primarily for intercompany transactions in euros, Japanese yen, Swedish
krona and U.K. pounds for both years ended December 31, 2008 and 2007.

(®) In 2007, reflects an increase in Swedish krona net investments due to the receipt of proceeds related to the sale of our Consumer Healthcare business in Sweden in late
2006.

All derivative contracts used to manage foreign currency risk are measured at fair value and reported as assets or liabilities on the consolidated balance sheet. Changes in fair
value are reported in earnings or deferred, depending on the nature and purpose of the financial instrument (offset or hedge relationship) and the effectiveness of the hedge
relationships, as follows:

* We recognize the earnings impact of foreign currency swaps and foreign currency forward-exchange contracts designated as cash flow hedges in Other
(income)/deductions—net upon the recognition of the foreign exchange gain or loss on the translation to U.S. dollars of the hedged items.

* We recognize the earnings impact of foreign currency swaps and forward-exchange contracts that are used to offset foreign currency assets or liabilities in Other
(income)/deductions—net during the terms of the contracts, along with the earnings impact of the items they generally offset.

* We recognize the earnings impact of foreign currency swaps designated as a hedge of our net investments in Other (income)/deductions—net in three ways: over time-for

the periodic net swap payments; immediately-to the extent of any change in the difference between the foreign exchange spot rate and forward rate; and upon sale or
substantial liquidation of our net investments-to the extent of change in the foreign exchange spot rates.
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Any ineffectiveness in a hedging relationship is recognized immediately into earnings. There was no significant ineffectiveness in 2008, 2007 or 2006.

Interest Rate Risk— Our interest-bearing investments, loans and borrowings are subject to interest rate risk. We invest, loan and borrow primarily on a short-term or variable-
rate basis. From time to time, depending on market conditions, we will fix interest rates either through entering into fixed-rate investments and borrowings or through the use
of derivative financial instruments.

We entered into derivative financial instruments to hedge or offset the fixed interest rates on the hedged item, matching the amount and timing of the hedged item. As of
December 31, 2008 and 2007, the more significant derivative financial instruments employed to manage interest rate risk follow:

PRIMARY HEDGE

PRI vee (MILLIONS OF boLLARs)  MATURTY
INSTRUMENT _ CAPTION ® ®)  HEDGED OR OFFSET ITEM 2008 2007 DATE
Swaps OA — U.S. dollar fixed rate debt $ 1,271 $ 1,278 2018-2028
Swap OA FV Euro fixed rate debt © 1,247 _ 2014
Swap OA FV Euro fixed rate debt © 1,247 _ 2017
Swaps OA FV U.S. dollar fixed rate debt (©) 1,050 1,050 2014-2018
Swaps OCA FV U.S. dollar fixed rate debt (©) 900 — 2009
Swap ONCL FV Euro fixed rate debt © _ 1,321 2014
Swap ONCL FV Euro fixed rate debt () — 1,321 2017
Swaps ONCL FV U.S. dollar fixed rate debt © — 900 2009
Swaps OoCL FV U.S. dollar fixed rate debt (©) — 450 2008

@The primary consolidated balance sheet caption indicates the financial statement classification of the fair value amount associated with the financial instrument used to
hedge or offset interest rate risk. The abbreviations used are defined as follows: OCA = Taxes and other current assets ; OCL = Other current liabilities ; ONCL = Other
noncurrent liabilities ; and OA = Other assets, deferred taxes and deferred charges .

®Fv = Fair value hedge.
©serve to reduce exposure to long-term U.S. dollar and euro interest rates by effectively converting fixed rates associated with long-term debt obligations to floating rates
(see also Note 9C. Financial Instruments: Long-Term Debt ).

All derivative contracts used to manage interest rate risk are measured at fair value and reported as assets or liabilities on the consolidated balance sheet. Changes in fair
value are reported in earnings, as follows:

* We recognize the earnings impact of interest rate swaps designated as fair value hedges in Other (income)/deductions—net upon the recognition of the change in fair
value of the hedged risk.

* We recognize the earnings impact of interest rate swaps that serve as offsets immediately in Other (income)/deductions — net .

Any ineffectiveness in a hedging relationship is recognized immediately in earnings. There was no significant ineffectiveness in 2008, 2007 or 2006.
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E. Fair Value

In

formation about certain of our financial assets and liabilities follows:

FAIR VALUE @

AS OF
DECEMBER 31,
(MILLIONS OF DOLLARS) 2008 LEVEL 1 LEVEL 2 LEVEL 3
Financial assets carried at fair value:
Trading securities (0) $ 190 $ _ $ 190 $ _
Available-for-sale debt securities () 30,061 — 30,061 —
Available-for-sale money market funds (@) 398 _ 308 _
Available-for-sale equity securities, excluding money market funds C) 319 87 232 _
Derivative financial instruments (€) 1,259 — 1,259 —
Total $ 32,227 $ 87 $ 32,140 $ —
Other financial assets:
Held-to-maturity debt securities carried at amortized cost ® $ 2,349
Short-term loans carried at cost 824
Long-term loans carried at cost (b) 1,568
Non-traded equity securities carried at cost (b) 182
Total $ 4,923
Financial liabilities carried at fair value:
Derivative financial instruments © $ 1,243 $ — $ 1,243 $ _
Total $ 1,243 $ — $ 1,243 $ —
Financial liabilities carried at historical proceeds:
Short-term borrowings $ 9,320
Long-term debt, including adjustments for fair value hedges of interest rate
risk 7,963
Total $ 17,283
@ Fair values are determined based on valuation techniques categorized as follows: Level 1 means the use of quoted prices for identical instruments in active markets; Level
2 means the use of quoted prices for similar instruments in active markets or quoted prices for identical or similar instruments in markets that are not active or are directly
or indirectly observable; Level 3 means the use of unobservable inputs.
®) |ncluded in Long-term investments and loans .
© Included in Short-term investments ($20.9 billion) and Long-term investments and loans ($9.2 billion).
(d)

Included in Short-term investments . Virtually all of these money market funds participate in the U.S. Treasury Department’s Temporary Guarantee Program for Money
Market Funds.

(®) Included in Taxes and other current assets ($404 million) and Other assets, deferred taxes and deferred charges ($855 million).

®

Included in Cash and cash equivalents ($2.0 billion), Short-term investments ($355 million) and Long-term investments and loans ($14 million).

@ Included in Other current liabilities ($1.1 billion) and Other noncurrent liabilities ($124 million).

The differences between the estimated fair values and carrying values of our financial assets and liabilities not carried at fair value on a recurring basis were not significant as
of December 31, 2008. See also Note 9A. Financial Instruments: Investments in Debt and Equity Securities .

As of December 31, 2008, the following methods and assumptions were used to estimate the fair value of our financial assets and liabilities:

In

Trading securities—we use quoted market prices.

Available-for-sale debt securities—we use a matrix-pricing model using observable market quotes and credit ratings.

Available-for-sale money market funds—we use observable prices.

Available-for-sale equity securities, excluding money market funds—we use pricing services that principally use a composite of observable prices.
Derivative financial instruments (assets and liabilities)—we use a matrix-pricing model using observable market quotes and credit ratings.
Held-to-maturity debt securities—we use a matrix-pricing model using observable market quotes and credit ratings.

Short-term and long-term loans—we use discounted future cash flows using current rates at which similar loans would be made to borrowers with similar credit ratings and
for the same remaining maturities.

Non-traded equity securities—we apply the implied volatility associated with an observable biotech index to the carrying amount of our portfolio.
Short-term borrowings and long-term debt—we use a matrix-pricing model using observable market quotes and our own credit rating.

addition, we have long-term receivables where fair value uses discounted future cash flows, using current rates at which similar loans would be made to borrowers with

similar credit ratings and for the same remaining maturities.
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We regularly evaluate all of our financial assets for impairment. For investments in debt and equity securities, when a decline in fair value, if any, is determined to be other-
than-temporary, an impairment charge is recorded and a new cost basis in the investment is established. For loans, an impairment charge is recorded if it is probable that we
will not be able to collect all amounts due according to the loan agreement. There were no significant impairments recognized in 2008, 2007 or 2006.

F. Credit Risk

We regularly review the creditworthiness of counterparties to foreign exchange and interest rate agreements and do not expect to incur a significant loss from failure of any
counterparties to perform under the agreements.

There are no significant concentrations of credit risk related to our financial instruments with any individual counterparty. As of December 31, 2008, we had $3.8 billion due
from a well-diversified, highly rated group (primarily Standard & Poor’s rating of AA or better) of bank counterparties around the world.

In general, there is no requirement for collateral from customers. However, derivative financial instruments are executed under master netting agreements with financial
institutions. These agreements contain provisions that provide for the ability for collateral payments, depending on levels of exposure, our credit rating and the credit rating of
the counterparty. As of December 31, 2008, we advanced cash collateral of $497 million and received cash collateral of $510 million against various counterparties. The
collateral primarily supports the approximate fair value of our derivative contracts. The collateral advanced receivables are reported in Short-term loans , and the collateral
received obligations are reported in Short-term borrowings, including current portion of long-term debt.

10 . Inventories

The components of inventories as of December 31 follow:

(MILLIONS OF DOLLARS) 2008 2007
Finished goods $2,024 $2,064
Work-in-process 1,527 2,353
Raw materials and supplies 830 885
Total inventories & $4,381 $5,302

@ Certain amounts of inventories are in excess of one year's supply. There are no recoverability issues associated with these quantities and the amounts are not
significant.

11 . Property, Plant and Equipment

The major categories of property, plant and equipment as of December 31 follow:

USEFUL LIVES

(MILLIONS OF DOLLARS) (YEARS) 2008 2007
Land — $ 616 $ 718
Buildings 33 1/3-50 8,775 10,319
Machinery and equipment 8-20 9,583 10,441
Furniture, fixtures and other 312 1/2 4,350 4,867
Construction in progress — 1,804 1,758

25,128 28,103
Less: accumulated depreciation 11,841 12,369
Total property, plant and equipment $13,287 $15,734

12 . Goodwill and Other Intangible Assets
A. Goodwill

The changes in the carrying amount of goodwill by segment for the years ended December 31, 2008 and 2007, follow:

ANIMAL
(MILLIONS OF DOLLARS) PHARMACEUTICAL HEALTH OTHER TOTAL
Balance, January 1, 2007 $20,798 $ 61 $ 17 $20,876
Additions @ _ 40 — 40
other ® 458 7 1 466
Balance, December 31, 2007 21,256 108 18 21,382
Additions @) 21 36 _ 57
other ®) 40 (15) — 25
Balance, December 31, 2008 $21,317 $ 129 $ 18 $21,464

@in 2008, primarily related to our acquisitions of Coley and a number of animal health product lines from Schering-Plough, as well as two smaller acquisitions also related to
Animal Health. In 2007, primarily related to our acquisition of Embrex.

®)in 2008, primarily relates to tax adjustments and the impact of foreign exchange. In 2007, primarily relates to the impact of foreign exchange.

2008 Financial Report 69



Notes to Consolidated Financial Statements

Pfizer Inc and Subsidiary Companies

B. Other Intangible Assets

The components of identifiable intangible assets, primarily included in our Pharmaceutical segment, as of December 31 follow:

2008 2007

IDENTIFIABLE IDENTIFIABLE

INTANGIBLE INTANGIBLE

GROSS ASSETS, LESS GROSS ASSETS, LESS

CARRYING ACCUMULATED ACCUMULATED CARRYING ACCUMULATED ACCUMULATED

(MILLIONS OF DOLLARS) AMOUNT AMORTIZATION AMORTIZATION AMOUNT AMORTIZATION AMORTIZATION

Finite-lived intangible assets:

Developed technology rights $ 31,484 $ (17,673) $ 13,811 $ 32433 $ (15,830) $ 16,603

Brands 1,016 (487) 529 1,017 (452) 565

License agreements 246 (78) 168 212 (59) 153

Trademarks 118 (78) 40 128 (82) 46

Other @ 531 (291) 240 459 (264) 195

Total amortized finite-lived intangible assets 33,395 (18,607) 14,788 34,249 (16,687) 17,562
Indefinite-lived intangible assets:

Brands 2,860 — 2,860 2,864 — 2,864

Trademarks 70 — 70 71 — 71

Other 3 — 3 1 — 1

Total indefinite-lived intangible assets 2,933 — 2,933 2,936 — 2,936

Total identifiable intangible assets $ 36,328 $ (18,607) $ 17,721(b) $ 37,185 $ (16,687) $ 20,498

@ Includes patents, non-compete agreements, customer contracts and other intangible assets.

®) Decrease was primarily related to amortization and the impact of foreign exchange, partially offset by acquisitions.

Developed technology rights represent the amortized value associated with developed technology, which has been acquired from third parties and which can include the right
to develop, use, market, sell and/or offer for sale the product, compounds and intellectual property that we have acquired with respect to products, compounds and/or
processes that have been completed. We possess a well-diversified portfolio of hundreds of developed technology rights across therapeutic categories, primarily representing
the commercialized products included in our Pharmaceutical segment that we acquired in connection with our Pharmacia acquisition in 2003. While the Arthritis and Pain
therapeutic category represents about 29% of the total amortized value of developed technology rights as of December 31, 2008, the balance of the amortized value is
distributed in a range of 5% to 15% across the following Pharmaceutical therapeutic product categories: Ophthalmology; Oncology; Urology; Infectious and Respiratory
Diseases; Endocrine Disorders categories; and as a group, the Cardiovascular and Metabolic Diseases, Central Nervous System Disorders and All Other categories. The
significant components include values determined for Celebrex, Detrol/Detrol LA, Xalatan, Genotropin and Zyvox. Also included in this category are the post-approval
milestone payments made under our alliance agreements for certain Pharmaceutical products, such as Rebif and Spiriva. These rights are all subject to our review for
impairment, explained in Note 1K. Significant Accounting Policies: Amortization of Intangible Assets, Depreciation and Certain Long-Lived Assets.

The weighted-average life of our total finite-lived intangible assets is approximately seven years, which includes developed technology rights at eight years. Total amortization
expense for finite-lived intangible assets was $2.8 billion in 2008, $3.2 billion in 2007 and $3.4 billion in 2006.

Brands represent the amortized value associated with tradenames, as the products themselves no longer receive patent protection. Most of these assets are associated with
our Pharmaceutical segment and the significant components include values determined for Depo-Provera, Xanax and Medrol.

In 2007, we recorded charges of $1.1 billion in Cost of sales and Selling, informational and administrative expenses related to the impairment of Exubera (included in our
Pharmaceutical segment) (see Note 4D. Certain Charges: Exubera ). In 2006, we recorded charges of $320 million in Other (income)/deductions—net related to the
impairment of our Depo-Provera brand, a contraceptive injection (included in our Pharmaceutical segment).

The annual amortization expense expected for the years 2009 through 2013 is as follows:

(MILLIONS OF DOLLARS) 2009 2010 2011 2012 2013
Amortization expense $2,459 $2,446 $2,421 $2,077 $1,727
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13. Pension and Postretirement Benefit Plans and Define d Contribution Plans

We provide defined benefit pension plans and defined contribution plans for the majority of our employees worldwide. In the U.S., we have both qualified and supplemental
(non-qualified) defined benefit plans. A qualified plan meets the requirements of certain sections of the Internal Revenue Code and, generally, contributions to qualified plans
are tax deductible. A qualified plan typically provides benefits to a broad group of employees and may not discriminate in favor of highly compensated employees in its
coverage, benefits or contributions. We also provide benefits through supplemental (non-qualified) retirement plans to certain employees. In addition, we provide medical and
life insurance benefits to certain retirees and their eligible dependents through our postretirement plans.

We use a measurement date that coincides with our fiscal year-ends; December 31 for our U.S. pension and postretirement plans and November 30 for our international
plans. During 2006, pursuant to the divestiture of our Consumer Healthcare business, certain defined benefit obligations and related plan assets, if applicable, were
transferred to the purchaser of that business.

A. Adoption of New Accounting Standard

As of December 31, 2006, we adopted the provisions of SFAS No. 158, Employers’ Accounting for Defined Benefit Pension and Other Postretirement Plans (an amendment
of FASB Statements No. 87, 88, 106 and 132R), which requires us to recognize on our balance sheet the difference between our benefit obligations and any plan assets of
our defined benefit plans. In addition, we are required to recognize as part of other comprehensive income/(expense), net of taxes, gains and losses due to differences
between our actuarial assumptions and actual experience (actuarial gains and losses) and any effects on prior service due to plan amendments (prior service costs or credits)
that arise during the period and are not being recognized as net periodic benefit costs. Upon adoption, SFAS 158 requires the recognition of previously unrecognized actuarial
gains and losses, prior service costs and credits and net transition amounts within Accumulated other comprehensive income/(expense), net of tax. The incremental impact of
applying SFAS 158 to our balance sheet as of December 31, 2006, was to reduce our total shareholders’ equity by $2.1 billion, primarily due to the recognition of previously
unrecognized actuarial losses.

B. Components of Net Periodic Benefit Costs and Oth ~ er Amounts Recognized in Other Comprehensive (Incom e)/Expense
The annual cost and other amounts recognized in other comprehensive (income)/expense of the U.S. qualified, U.S. supplemental (non-qualified) and international pension
plans and postretirement plans for the years ended December 31, 2008, 2007 and 2006, follow:

PENSION PLANS

U.S. SUPPLEMENTAL POSTRETIREMENT
U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS

(MILLIONS OF DOLLARS) 2008 2007 2006 2008 2007 2006 2008 2007 2006 2008 2007 2006
Service cost $ 236 $282 $368 $ 23 $ 27 $ 43 $249 $292 $303 $ 39 $ 42 $ 47
Interest cost 459 447 444 38 55 60 388 349 307 141 137 127
Expected return on plan assets (646) (693) (628) — — — (437) (381) (311) (35) (36) (28)
Amortization of:

Actuarial losses 32 65 119 29 45 45 43 96 106 28 42 36

Prior service costs/(credits) 3 8 9 2) ) 3) 1 — 2 1 1 1
Curtailments and settlements—net 32 58 117 120 5 (8) 3 (155) a7) 10 5 6
Special termination benefits 30 16 17 — — — 25 29 14 17 17 12
Less: amounts included in discontinued operations — (27) (81) — — 4 — — 15 — — 9
Net periodic benefit costs 146 156 365 208 130 141 272 230 419 201 208 210
Other changes recognized in other comprehensive

(income)/expense & 2,273 (582) — (52) (134) 12 415  (808) 4 (140) (311) —
Total recognized in net periodic benefit costs and other

comprehensive (income)/expense $2,419  $(426) $ 365 $156 $ (4 $153 $ 687  $(578) $ 423 $ 61  $(103) $210

@ For details, see Note 8. Other Comprehensive Income/(Expense) .

The decrease in the 2008 U.S. qualified pension plans’ net periodic benefit cost compared to 2007 was largely driven by the increase in the discount rate and the impact of
our cost-reduction initiatives. The decrease in the 2007 U.S. qualified pension plans’ net periodic benefit cost compared to 2006 was largely driven by a higher 2006 actual
investment return, the increase in the discount rate and the impact of our cost-reduction initiatives.

The increase in the 2008 U.S. supplemental (non-qualified) plans’ net periodic benefit costs compared to 2007 was largely driven by settlement charges required to be
recognized due to lump sum benefit payments made to certain of our former executive officers and other former executives in 2008.
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The decrease in the 2007 international plans’ net periodic benefit cost compared to 2006 was largely driven by a settlement gain at our Japanese affiliate. Japanese pension
regulations permit employers with certain pension obligations to separate the social security benefits portion of those obligations and transfer it, along with related plan assets,
to the Japanese government. During 2007, our Japanese affiliate completed this transfer and effectively received a subsidy from the Japanese government of approximately
$168 million. This subsidy was the result of the transfer of pension obligations of approximately $309 million (excluding the effect of any future salary increases of
approximately $9 million) along with related plan assets of approximately $141 million. This transfer resulted in a settlement gain of approximately $106 million.

The following table presents the amount in Accumulated other comprehensive income/(expense) expected to be amortized into 2009 net periodic benefit costs:

PENSION PLANS

U.S. SUPPLEMENTAL POSTRETIREMENT
(MILLIONS OF DOLLARS) U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS
Actuarial losses $ (228) $ (32) $ (24) $ (18)
Prior service (costs)/credits and other 3) 2 3 4
Total $ (231) $ (30 $ (21) $ (14)
C. Actuarial Assumptions
The following table provides the weighted-average actuarial assumptions:
(PERCENTAGES) 2008 2007 2006
Weighted-average assumptions used to determine benefit obligations:
Discount rate:
U.S. qualified pension plans/non-qualified pension plans 6.4% 6.5% 5.9%
International pension plans 5.6 5.3 4.4
Postretirement plans 6.4 6.5 5.9
Rate of compensation increase:
U.S. qualified pension plans/non-qualified pension plans 4.3 4.5 45
International pension plans 3.2 3.3 3.6
Weighted-average assumptions used to determine net periodic benefit cost:
Discount rate:
U.S. qualified pension plans/non-qualified pension plans 6.5 5.9 5.8
International pension plans 5.3 4.4 4.3
Postretirement plans 6.5 5.9 5.8
Expected return on plan assets:
U.S. qualified pension plans 8.5 9.0 9.0
International pension plans 7.2 6.6 6.9
Postretirement plans 8.5 9.0 9.0
Rate of compensation increase:
U.S. qualified pension plans/non-qualified pension plans 4.5 4.5 4.5
International pension plans 3.3 3.6 3.6

The assumptions above are used to develop the benefit obligations at fiscal year-end and to develop the net periodic benefit cost for the subsequent fiscal year. Therefore, the
assumptions used to determine net periodic benefit cost for each year are established at the end of each previous year, while the assumptions used to determine benefit
obligations were established at each year-end.

The net periodic benefit cost and the benefit obligations are based on actuarial assumptions that are reviewed on an annual basis. We revise these assumptions based on an
annual evaluation of long-term trends, as well as market conditions that may have an impact on the cost of providing retirement benefits.

The expected rates of return on plan assets for our U.S. qualified, international and postretirement plans represent our long-term assessment of return expectations, which we
may change based on shifts in economic and financial market conditions. The 2008 expected rates of return for these plans reflect our long-term outlook for a globally
diversified portfolio, which is influenced by a combination of return expectations for individual asset classes, actual historical experience and our diversified investment
strategy. The historical returns are one of the inputs used to provide context for the development of our expectations for future returns. Using this information, we develop
ranges of returns for each asset class and a weighted-average expected return for our targeted portfolio, which includes the impact of portfolio diversification and active
portfolio management.
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The healthcare cost trend rate assumptions for our U.S. postretirement benefit plans are as follows:

(PERCENTAGES) 2008 2007
Healthcare cost trend rate assumed for next year 9.0% 9.9%
Rate to which the cost trend rate is assumed to decline 5.0 5.0
Year that the rate reaches the ultimate trend rate 2018 2015

A one-percentage-point increase or decrease in the healthcare cost trend rate assumed for postretirement benefits would have the following effects as of December 31, 2008:

(MILLIONS OF DOLLARS) INCREASE DECREASE
Effect on total service and interest cost components $ 17 $ (14)
Effect on postretirement benefit obligation 135 (115)

D. Obligations and Funded Status

The following table presents an analysis of the changes in 2008 and 2007 in the benefit obligations, the plan assets and the accounting funded status of our U.S. qualified,
U.S. supplemental (non-qualified) and international pension plans, and our postretirement plans:

PENSION PLANS

U.S. SUPPLEMENTAL POSTRETIREMENT
U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS

(MILLION OF DOLLARS) 2008 2007 2008 2007 2008 2007 2008 2007

Change in benefit obligation:

Benefit obligation at beginning of year ) $7,456  $7,792 $ 973 $ 1,045 $7,839  $8144 $ 2178  $ 2416
Service cost 236 282 23 27 249 292 39 42
Interest cost 459 447 38 55 388 349 141 137
Employee contributions — — — — 21 21 39 34
Plan amendments (6) 47) 1) (5) 18 40 (33) 1
Increases/(decreases) arising primarily from

changes in actuarial assumptions 172 (412) 102 (64) (1,005) (829) (221) (289)
Foreign exchange impact — — — — (1,234) 564 11) 6
Acquisitions — 5 — (5) 7 17 — —
Curtailments (48) (107) (6) (15) (74) (80) 11 5
Settlements (212) (253) (202) (11) (58) (409) — —
Special termination benefits 30 16 — — 25 29 17 17
Benefits paid (304) (267) (51) (54) (325) (299) (194) (191)

Benefit obligation at end of year (@) 7,783 7,456 876 973 5,851 7,839 1,966 2,178

Change in plan assets:

Fair value of plan assets at beginning of year 7,989 7,816 — — 6,579 5,880 413 396
Actual (loss)/gain on plan assets (1,576) 613 — — (1,249) 261 (207) 16
Company contributions — 106 253 65 471 499 152 158
Employee contributions — — — — 21 21 39 34
Foreign exchange impact — — — — (1,048) 435 — —
Acquisitions — — — — 3 14 — —
Settlements (212) (279) (202) (11) (58) (232) — —
Benefits paid (304) (267) (51) (54) (325) (299) (194) (191)

Fair value of plan assets at end of year 5,897 7,989 — — 4,394 6,579 303 413

Funded status (plan assets greater than (less than)
benefit obligation) at end of year $(1,886) $ 533 $ (876) $  (973) $(1,457) $(1,260) $ (1,663) $ (1,765)

@ For the U.S. and international pension plans, the benefit obligation is the projected benefit obligation. For the postretirement plans, the benefit obligation is the accumulated
postretirement benefit obligation.

The unfavorable change in our U.S. qualified plans projected benefit obligations funded status from $533 million overfunded in the aggregate as of December 31, 2007, to
$1.9 billion underfunded in the aggregate as of December 31, 2008, was largely driven by the reduction in plan assets due to investment losses and the 0.1 percentage-point
reduction in discount rate. In 2008, contributions to our U.S. qualified plans were not significant. In 2007, we made required U.S. qualified plan contributions of $6 million and
voluntary tax-deductible contributions in excess of minimum requirements of $100 million to certain of our U.S. qualified pension plans. In the aggregate, the U.S. qualified
pension plans are underfunded on a projected benefit measurement basis and on an accumulated benefit obligation measurement basis as of December 31, 2008, and
overfunded on a projected benefit measurement basis and on an accumulated benefit obligation measurement basis as of December 31, 2007.
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The U.S. supplemental (non-qualified) pension plans are not generally funded, as there are no tax or other incentives that exist, and these obligations, which are substantially
greater than the annual cash outlay for these liabilities, are paid from cash generated from operations.

The unfavorable change in our international plans projected benefit obligations funded status from $1.3 billion underfunded in the aggregate as of December 31, 2007, to $1.5
billion underfunded in the aggregate as of December 31, 2008, was largely driven by investments losses in the U.K., Japan and other European plans, somewhat offset by the
strengthening of the U.S. dollar against the British pound and euro. Outside the U.S., in general, we fund our defined benefit plans to the extent that tax or other incentives
exist and we have accrued liabilities on our consolidated balance sheets to reflect those plans that are not fully funded.

The favorable change in our postretirement plans projected benefit obligations funded status from $1.8 billion underfunded in the aggregate as of December 31, 2007, to $1.7
billion underfunded in the aggregate as of December 31, 2008, was largely driven by the impact of our cost-reduction initiatives, partially offset by the 0.1 percentage-point
decrease in the discount rate.

The accumulated benefit obligations (ABO) for our U.S. qualified pension plans were $7.0 billion in 2008 and $6.6 billion in 2007. The ABO for our U.S. supplemental (non-
qualified) pension plans was $762 million in 2008 and $849 million in 2007. The ABO for our international pension plans was $5.3 billion in 2008 and $6.8 billion in 2007.

The U.S. qualified pension plans loan securities to other companies. Such securities may be onward loaned, or sold, or pledged by the other companies, but they may be
required to be returned in a short period of time. We also require cash collateral from these companies and a maintenance margin of 103% of the fair value of the collateral
relative to the fair value of the loaned securities. As of December 31, 2008, the fair value of collateral received was $572 million. The securities loaned continue to be included
in the table above in Fair value of plan assets at end of year .

Amounts recognized in our consolidated balance sheet as of December 31 follow:

PENSION PLANS

U.S. SUPPLEMENTAL POSTRETIREMENT
U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS
(MILLIONS OF DOLLARS) 2008 2007 2008 2007 2008 2007 2008 2007
Noncurrent assets (@) $ — $862 $ — 3 — $ 160 $ 327 $ — 3 —
Current liabilities ) — — (107) (253) (37 @37) (60) (57)
Noncurrent liabilities (©) (1,886)  (329) (769) (720) (1,580)  (1,550) (1,604) (1,708)
Funded status $(1,886) $ 533 $  (876) $ __ (973) $(1,457)  $(1,260) $ (1,664) $ (1,765)

@ Included primarily in Other assets, deferred taxes and deferred charges .
®) Included in Other current liabilities .
© Included in Pension benefit obligations and Postretirement benefit obligations, as appropriate.

Amounts recognized in Accumulated other comprehensive income/(expense) as of December 31 follow:

PENSION PLANS

U.S. SUPPLEMENTAL POSTRETIREMENT
U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS
(MILLIONS OF DOLLARS) 2008 2007 2008 2007 2008 2007 2008 2007
Actuarial losses $(3,173)  $(890) $ (433) $ (487) $ (1,231) $(794) $ (204) $ (311)
Prior service (costs)/credits and other 14 4 23 26 (23) (45) 29 (5)
Total $(3,159)  $(886) $ (410) $ (461) $ (1,254) $(839) $ (175 $ (316)

The actuarial losses primarily represent the cumulative difference between the actuarial assumptions and actual return on plan assets, changes in discount rates and plan
experience. These actuarial losses are recognized in Accumulated other comprehensive income/(expense) and are amortized into net periodic pension costs over an average
period of 10 years for our U.S. plans and an average period of 12.5 years for our international plans.

Information related to the U.S. qualified, U.S. supplemental (non-qualified) and international pension plans as of December 31 follows:

PENSION PLANS
U.S. SUPPLEMENTAL

U.S. QUALIFIED (NON-QUALIFIED) INTERNATIONAL
(MILLIONS OF DOLLARS) 2008 2007 2008 2007 2008 2007
Pension plans with an accumulated benefit obligation in excess of plan assets:
Fair value of plan assets $5897 $ 39 $ — $ — $ 1574 $ 1,052
Accumulated benefit obligation 7,011 40 762 849 2,961 2,413
Pension plans with a projected benefit obligation in excess of plan assets:
Fair value of plan assets 5,897 2,927 — — 1,943 1,445
Projected benefit obligation 7,783 3,256 876 973 3,560 3,033

All of our U.S. plans are underfunded as of December 31, 2008.
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E. Plan Assets
The following table presents the weighted-average long-term target asset allocations and the percentages of the fair value of plan assets for our U.S. qualified and
international pension plans and postretirement plans by investment category as of December 31:

TARGET PERCENTAGE OF
ALLOCATION PLAN ASSETS

(PERCENTAGES) 2008 2008 2007
U.S. qualified pension plans:

Global equity securities 55.0 40.6 61.4

Debt securities 35.0 41.2 23.6

Alternative investments @ 10.0 15.9 10.9

Cash and cash equivalents — 2.3 4.1
Total 100.0 100.0 100.0
International pension plans:

Global equity securities 57.1 48.5 63.2

Debt securities 28.2 31.6 23.3

Alternative investments ® 145 11.2 79

Cash and cash equivalents 0.2 8.7 5.6
Total 100.0 100.0 100.0
U.S. postretirement plans ©:

Global equity securities 69.4 57.9 72.3

Debt securities 27.8 37.0 23.8

Alternative investments @ 2.8 4.5 2.8

Cash and cash equivalents — 0.6 1.1
Total 100.0 100.0 100.0

@ Private equity, venture capital, private debt and real estate.
®) Real estate, insurance contracts and other investments.

© Reflects postretirement plan assets, which support a portion of our U.S. retiree medical plans.

All long-term asset allocation targets reflect our asset class return expectations and tolerance for investment risk within the context of the respective plans’ long-term benefit
obligations. The long-term asset allocation is supported by an analysis that incorporates historical and expected returns by asset class, as well as volatilities and correlations
across asset classes and our liability profile. This analysis, referred to as an asset-liability analysis, also provides an estimate of expected returns on plan assets, as well as a
forecast of potential future asset and liability balances. Due to market conditions and other factors, actual asset allocations may vary from the target allocation outlined above.
For the U.S. qualified pension plans, in late 2007, we modified our strategic asset target allocation to reduce the volatility of our plan funded status and the probability of future
contribution requirements. Our target allocations were revised to increase the debt securities allocation by 10% and to reduce the global equity securities allocation by a
corresponding amount. The year-end 2008 cash allocations of 2.3% for U.S. qualified pensions plans and 8.7% for international pension plans were above the target
allocation, primarily due to cash raised from the termination of certain investment strategies, which will be redeployed during 2009. The assets are periodically rebalanced
back to the target allocation.

The U.S. qualified pension plans held no shares of our common stock as of December 31, 2008 and 2007. The plans received no dividends on shares of our common stock in
2008 and approximately $12 million in dividends on shares of our common stock in 2007.

F. Cash Flows
Itis our practice to fund amounts for our qualified pension plans that are at least sufficient to meet the minimum requirements set forth in applicable employee benefit laws and
local tax laws.

The following table presents expected cash flow information:

PENSION PLANS POST-
U.S. SUPPLEMENTAL RETIREMENT
FOR THE YEAR ENDED DECEMBER 31, uU.S.
(MILLIONS OF DOLLARS) QUALIFIED (NON-QUALIFIED) INTERNATIONAL PLANS
Employer contributions:
2009 (estimated) $ 2 $ 107 $ 309 $ 161
Expected benefit payments:
2009 $ 625 $ 107 $ 279 $ 182
2010 453 65 283 185
2011 464 68 292 190
2012 477 67 306 192
2013 497 70 314 195
2014-2018 2,868 373 1,745 942
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The table reflects the total U.S. and international plan benefits projected to be paid from the plans or from our general assets under the current actuarial assumptions used for
the calculation of the benefit obligation and, therefore, actual benefit payments may differ from projected benefit payments.

G. Defined Contribution Plans

We have savings and investment plans in several countries, including the U.S., Japan, Spain and the Netherlands. For the U.S. plans, employees may contribute a portion of
their salaries and bonuses to the plans, and we match, largely in company stock, a portion of the employee contributions. In the U.S., the matching contributions in company
stock are made through open market purchases and employees are permitted to subsequently diversify all or any portion of their company match contribution. The
contribution match for certain legacy Pfizer U.S. participants is held in an employee stock ownership plan. We recorded charges related to our plans of $198 million in 2008,
$203 million in 2007 and $222 million in 2006.

14. Equity

A. Common Stock

We purchase our common stock via privately negotiated transactions or in open market purchases as circumstances and prices warrant. Purchased shares under each of the
share-purchase programs, which are authorized by our Board of Directors, are available for general corporate purposes.

A summary of common stock purchases follows:

TOTAL

SHARES OF COST OF

COMMON AVERAGE COMMON

FOR THE YEAR ENDED DECEMBER 31, STOCK PER-SHARE STOCK

(MILLIONS OF SHARES AND DOLLARS, EXCEPT PER-SHARE DATA) PURCHASED PRICE PAID PURCHASED
2008:

June 2005 program @ 26 $ 18.96 $ 500
2007:

June 2005 program (8 395 $ 25.27 $ 9,994
2006:

June 2005 program @ 266 $ 26.19 $ 6,979

@ |n June 2005, we announced a $5 billion share-purchase program, which we increased in June 2006 to $18 billion.

In January 2008, we announced a new $5 billion share-purchase program, to be funded by operating cash flows, that may be utilized from time to time. On January 26, 2009,
we announced that we have entered into a definitive merger agreement under which we will acquire Wyeth in a cash-and-stock transaction. (See Note 21. Subsequent
Event .) The merger agreement limits our stock purchases to a maximum of $500 million prior to the completion of the transaction without Wyeth's consent.

B. Preferred Stock

The Series A convertible perpetual preferred stock is held by an Employee Stock Ownership Plan (“Preferred ESOP”) Trust and provides dividends at the rate of 6.25%, which
are accumulated and paid quarterly. The per-share stated value is $40,300 and the preferred stock ranks senior to our common stock as to dividends and liquidation rights.
Each share is convertible, at the holder’s option, into 2,574.87 shares of our common stock with equal voting rights. The conversion option is indexed to our common stock
and requires share settlement, and therefore, is reported at the fair value at the date of issuance. We may redeem the preferred stock at any time or upon termination of the
Preferred ESOP, at our option, in cash, in shares of common stock or a combination of both at a price of $40,300 per share.

C. Employee Stock Ownership Plans

We have two employee stock ownership plans (collectively the “ESOPs”), a Preferred ESOP and another that holds common stock of the company (Common ESOP). As of
January 1, 2008, the legacy Pharmacia U.S. savings plan was merged with the Pfizer Savings Plan. Prior to the merger, a portion of the matching contributions for legacy
Pharmacia U.S. savings plan participants was funded through the ESOPs.

In January 2007, we paid the remaining balance of financing, which was outstanding prior to our acquisition of Pharmacia in 2003, relating to the Preferred ESOP.
Compensation expense related to the ESOPs totaled approximately $35 million in 2007 and $37 million in 2006.

Allocated shares held by the Common ESOP are considered outstanding for the earnings per share (EPS) calculations and the eventual conversion of allocated preferred
shares held by the Preferred ESOP is assumed in the diluted EPS calculation. As of December 31, 2008, the Preferred ESOP held preferred shares with a stated value of
approximately $73 million, convertible into approximately 5 million shares of our common stock. As of December 31, 2008, the Common ESOP held approximately 6 million
shares of our common stock. As of December 31, 2008, all preferred and common shares held by the ESOPs have been allocated to the Pharmacia U.S. and certain Puerto
Rico savings plan participants.

D. Employee Benefit Trust
The Pfizer Inc Employee Benefit Trust (EBT) was established in 1999 to fund our employee benefit plans through the use of its holdings of Pfizer Inc stock. Our consolidated
balance sheets reflect the fair value of the shares owned by the EBT as a reduction of Shareholders’ equity.
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15. Share-Based Payments

Our compensation programs can include share-based payments. In 2008, 2007 and 2006, the primary share-based awards and their general terms and conditions are as
follows:

* Stock options, which entitle the holder to purchase, after the end of a vesting term, a specified number of shares of Pfizer common stock at a price per share equal to the
market price of Pfizer common stock on the date of grant.

« Restricted stock units (RSUs), which entitle the holder to receive, at the end of a vesting term, a specified number of shares of Pfizer common stock, including shares
resulting from dividend equivalents paid on such RSUs.

« Performance share awards (PSAs) and performance-contingent share awards (PCSAs), which entitle the holder to receive, at the end of a vesting term, a number of
shares of Pfizer common stock, within a range of shares from zero to a specified maximum, calculated using a non-discretionary formula that measures Pfizer's
performance relative to an industry peer group. Dividend equivalents accumulate on PSAs and are paid at the end of the vesting term in respect to any shares that are
paid.

« Short-term incentive awards, which entitle the holder to receive a specified dollar value on the first anniversary of the grant date, based upon performance. At the election
of the holder, such specified dollar value is paid: (i) all in RSUs, or half in RSUs and half in cash, in the case of senior management; and (ii) all in RSUs, all in cash, or half
in RSUs and half in cash, in the case of all other holders.

« Stock appreciation rights (SARs), which entitle the holder to receive, two years after the end of a vesting term, a number of shares of Pfizer common stock with a value
equal to the difference between the defined settlement price and the closing market price of Pfizer common stock on the date of grant, plus accumulated dividend
equivalents through the payment date.

« Restricted stock grants, which entitle the holder to receive, at the end of a vesting term, a specified number of shares of Pfizer common stock, and which also entitle the
holder to receive dividends paid on such grants.

The Company'’s shareholders approved the Pfizer Inc. 2004 Stock Plan (the 2004 Plan) at the Annual Meeting of Shareholders held on April 22, 2004, and, effective upon that
approval, new stock option and other share-based awards may be granted only under the 2004 Plan. The 2004 Plan allows a maximum of 3 million shares to be awarded to
any employee per year and 475 million shares in total. RSUs, PSAs, PCSAs and restricted stock grants count as three shares, while stock options and SARs count as one
share, under the 2004 Plan toward the maximums.

In the past, we had various employee stock and incentive plans under which stock options and other share-based awards were granted. Stock options and other share-based
awards that were granted under prior plans and were outstanding on April 22, 2004, continue in accordance with the terms of the respective plans.

As of December 31, 2008, 159 million shares were available for award, which include two million shares available for award through February 13, 2010, under the Pharmacia
2001 Long-Term Incentive Plan (the “Pharmacia Plan”). Such amounts do not include 40 million shares previously issuable but no longer available for award under the
Pharmacia Plan.

Although not required to do so, historically, we have used authorized and unissued shares and, to a lesser extent, shares held in our Employee Benefit Trust and treasury
stock to satisfy our obligations under these programs.

A. Impact on Net Income
The components of share-based compensation expense and the associated tax benefit follow:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
Stock option expense $ 194 $ 286 $ 410
Restricted stock unit expense 169 160 184
PSA and PCSA (expense reduction)/expense 2) 9) 61
Short-term incentive award expense 13

SAR expense 10

Share-based payment expense 384 437 655
Tax benefit for share-based compensation expense (114) (141) (204)
Share-based payment expense, net of tax $ 270 $ 296 $ 451

Amounts capitalized as part of inventory cost were not significant. In 2008, 2007 and 2006, the impact of modifications under our cost-reduction initiatives to share-based
awards was not significant. Generally, these modifications resulted in an acceleration of vesting, either in accordance with plan terms or at management’s discretion.

B. Stock Options

Stock options, which entitle the holder to purchase, after the end of a vesting term, a specified number of shares of Pfizer common stock at a price per share equal to the
market price of Pfizer common stock on the date of grant, are accounted for at fair value at the date of grant in the consolidated income statement. These fair values are
generally amortized on an even basis over the vesting term into Cost of sales, Selling, informational and administrative expenses and Research and development expenses,
as appropriate.
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Prior to 2006, stock options were accounted for under APB No. 25, using the intrinsic value method in the consolidated income statement and fair value information was
disclosed. In these disclosures of fair value, we allocated stock option compensation expense based on the nominal vesting period, rather than the expected time to achieve
retirement eligibility. In 2006, we changed our method of allocating stock option compensation expense to a method based on the substantive vesting period for all new
awards, while continuing to allocate outstanding nonvested awards not yet recognized as of December 31, 2005, under the nominal vesting period method. Specifically, under
this prospective change in accounting policy, compensation expense related to stock options granted prior to 2006, that are subject to accelerated vesting upon retirement
eligibility, is being recognized over the vesting term of the grant, even though the service period after retirement eligibility is not considered to be a substantive vesting
requirement. The impact of this change was not significant.

All employees may receive stock option grants. Except for stock options awarded to two executive officers at the time they joined Pfizer, no stock options were awarded to
senior and key management in 2008. In virtually all instances, stock options granted since 2005 vest after three years of continuous service from the grant date and have a
contractual term of ten years. In all cases, even for stock options that are subject to accelerated vesting upon voluntary retirement, stock options must be held for at least one
year from grant date before any vesting may occur. In the event of a divestiture or restructuring, options held by employees are immediately vested and are exercisable from
three months to their remaining term, depending on various conditions.

The fair value of each stock option grant is estimated on the grant date using, for virtually all grants, the Black-Scholes-Merton option-pricing model, which incorporates a
number of valuation assumptions noted in the following table, shown at their weighted-average values:

YEAR ENDED DECEMBER 31,

2008 2007 2006
Expected dividend yield @) 5.54% 4.49% 3.65%
Risk-free interest rate ®) 2.90% 4.69% 4.59%
Expected stock price volatility © 27.21% 21.28% 24.47%
Expected term @ (years) 5.75 5.75 6.00

@ Dpetermined using a constant dividend yield during the expected term of the option.
®) Determined using the extrapolated yield on U.S. Treasury zero-coupon issues.
© Determined using implied volatility, after consideration of historical volatility.

@  Determined using historical exercise and post-vesting termination patterns.

The following table summarizes all stock option activity during 2008, 2007 and 2006:

WEIGHTED-AVERAGE

AGGREGATE
WEIGHTED- REMAINING

AVERAGE CONTRACTUAL TERM INTRINSIC

SHARES EXERCISE PRICE VALUE @

(THOUSANDS) PER SHARE (YEARS) (MILLIONS)
Outstanding, January 1, 2006 627,404 $33.51
Granted 69,300 26.20
Exercised (38,953) 16.09
Forfeited (9,370) 39.01
Cancelled (63,591) 32.51
Outstanding, December 31, 2006 584,790 33.96
Granted 51,215 25.84
Exercised (27,391) 19.68
Forfeited (8,152) 28.00
Cancelled (77,257) 34.47
Outstanding, December 31, 2007 523,205 33.93
Granted 49,522 22.49
Exercised (1,724) 16.81
Forfeited (7,648) 26.55
Cancelled (74,301) 34.16

Outstanding, December 31, 2008 489,054 32.91 4.6 $—

Vested and expected to vest (b) ,
December 31, 2008 482,360 33.02 45 $—
Exercisable, December 31, 2008 347,164 36.15 3.2 $—

@ Market price of underlying Pfizer common stock less exercise price.

®) The number of options expected to vest takes into account an estimate of expected forfeitures.
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The following table provides data related to all stock option activity:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS, EXCEPT PER STOCK OPTION AMOUNTS AND YEARS) 2008 2007 2006
Weighted-average grant date fair value per stock option $ 3.30 $ 411 $ 542
Aggregate intrinsic value on exercise $ 9 $ 173 $ 380
Cash received upon exercise $ 29 $ 532 $ 622
Tax benefits realized related to exercise $ 3 $ 54 $ 114
Total compensation cost related to nonvested stock options not yet recognized, pre-tax $ 159 $ 216 $ 330
Weighted-average period in years over which stock option compensation cost is expected to be recognized 1.1 1.2 1.1

C. Restricted Stock Units

RSUs, which entitle the holder to receive, at the end of a vesting term, a specified number of shares of Pfizer common stock, including shares resulting from dividend
equivalents paid on such RSUs, are accounted for at fair value at the date of grant. For RSUs granted in 2008 and 2007, in virtually all instances, the units vest after three
years of continuous service from the grant date and the fair values are amortized on an even basis over the vesting term into Cost of sales, Selling, informational and
administrative expenses and Research and development expenses, as appropriate. For RSUs granted in 2006, the units vest in substantially equal portions each year over
five years of continuous service and the fair value related to each year’s portion is then amortized evenly into Cost of sales, Selling, informational and administrative expenses
and Research and development expenses, as appropriate. For certain members of senior and key management, vesting may occur after three years of continuous service.

The fair value of each RSU grant is estimated on the grant date. For RSUs granted in 2008 and 2007, the fair value is set using the closing price of Pfizer common stock on
the date of grant. For RSUs granted in 2006, the fair value is set using the average price of Pfizer common stock on the date of grant.

The following table summarizes all RSU activity during 2008, 2007 and 2006:

WEIGHTED-

AVERAGE

GRANT DATE

SHARES FAIR VALUE

(THOUSANDS) PER SHARE

Nonvested, January 1, 2006 12,803 $ 26.89
Granted 12,734 26.15
Vested (3,573) 27.29
Reinvested dividend equivalents 700 25.42
Forfeited (2,334) 26.17
Nonvested, December 31, 2006 20,330 26.56
Granted 10,459 25.77
Vested (5,337) 27.29
Reinvested dividend equivalents 1,018 24.87
Forfeited (3,534) 26.09
Nonvested, December 31, 2007 22,936 26.37
Granted 11,454 22.35
Vested (4,559) 26.20
Reinvested dividend equivalents 1,783 19.36
Forfeited (2,650) 25.30
Nonvested, December 31, 2008 28,964 24.47

The following table provides data related to all RSU activity:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS, EXCEPT YEARS) 2008 2007 2006
Total fair value of shares vested $119 $146 $ 98
Total compensation cost related to nonvested RSU awards not yet recognized, pre-tax $257 $254 $270
Weighted-average period in years over which RSU cost is expected to be recognized 15 2.1 3.8

D. Performance Share Awards (PSAs) and Performance- Contingent Share Awards (PCSAS)

PSAs in 2008, 2007 and 2006, and PCSAs in earlier years, entitle the holder to receive, at the end of a vesting term, a number of shares of our common stock, within a
specified range of shares, calculated using a non-discretionary formula that measures our performance relative to an industry peer group. PSAs are accounted for at fair value
at the date of grant in the consolidated income statement beginning with grants in 2006. Further, PSAs are generally amortized on an even basis over the vesting term into
Cost of
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sales, Selling, informational and administrative expenses and Research and development expenses, as appropriate. The PCSA grants awarded prior to 2006 are accounted
for using the intrinsic value method in the consolidated income statement. Senior and other key members of management may receive PSA and PCSA grants. In most
instances, PSA grants vest after three years and PCSA grants vest after five years of continuous service from the grant date. In certain instances, PCSA grants vest over two
to four years of continuous service from the grant date. The vesting terms are equal to the contractual terms.

The 2004 Plan limitations on the maximum amount of share-based awards apply to all awards, including PCSA and PSA grants. In 2001, our shareholders approved the 2001
Performance-Contingent Share Award Plan (the 2001 Plan), allowing a maximum of 12.5 million shares to be awarded to all participants. This maximum was applied to
awards for performance periods beginning after January 1, 2002 through 2004. The 2004 Plan is the only plan under which share-based awards may be granted in the future.

PSA grants made in 2008, 2007 and 2006 will vest and be paid based on a non-discretionary formula that measures our performance using relative total shareholder return
over a performance period relative to an industry peer group. If our minimum performance in the measure is below the threshold level relative to the peer group, then no
shares will be paid. PCSA grants made prior to 2006 will vest and be paid based on a non-discretionary formula, which measures our performance using relative total
shareholder return and relative change in diluted EPS over a performance period relative to an industry peer group. If our minimum performance in the measures is below the
threshold level relative to the peer group, then no shares will be paid.

We measure PSA grants at fair value, using a Monte Carlo simulation model, times the target number of shares. The target number of shares is determined by reference to
the fair value of share-based awards to similar employees in the industry peer group. We measure PCSA grants at intrinsic value whereby the probable award was allocated
over the term of the award, then the resultant shares are adjusted to the fair value of our common stock at each accounting period until the date of payment.

The weighted average assumptions used in the valuation of PSAs are as follows:

YEAR ENDED DECEMBER 31,

2008 2007 2006
Risk-free interest rate 2.05% 4.68% 4.70%
Expected Pfizer stock price volatility 27.21% 21.28% 24.47%
Average peer stock price volatility 32.13% 18.85% 23.34%
Contractual term in years 3 3 3

The following table summarizes all PSA and PCSA activity during 2008, 2007 and 2006, with the shares granted representing the maximum award that could be achieved:

WEIGHTED-

AVERAGE

GRANT DATE

SHARES FAIR VALUE

(THOUSANDS) PER SHARE

Nonvested, January 1, 2006 15,979 $23.32
Granted 1,728 34.84
Vested (1,583) 26.20
Forfeited (@) (2,388) 26.11
Nonvested, December 31, 2006 13,736 26.78
Granted 1,183 28.80
Vested (1,788) 25.87
Forfeited @ (5,166) 26.44
Modifications () 2,192 25.66
Nonvested, December 31, 2007 10,157 24.76
Granted 1,529 30.93
Vested (657) 22.55
Forfeited (@) (3,591) 23.06
Modifications () 454 1755
Nonvested, December 31, 2008 7,892 23.52

@Forfeited includes nil in 2008 and 2007, and 345 thousand shares in 2006 that were forfeited by retirees. At the discretion of the Compensation Committee of our Board of
Directors, $9 million in 2006 was paid in cash to such retirees, which was equivalent to the fair value of the forfeited shares pro rated for the portion of the performance
period that was completed prior to retirement.

®Modifications includes pro-ration of the awards for service to the date of termination for 15 former employees in 2008 and 34 employees and former employees in 2007. The
modifications were made at the discretion of the Senior Vice President of Worldwide Human Resources, or her designee, for 2008, and the Board of Directors, the
Executive Leadership Team or the Chairman and Chief Executive Officer for 2007. There was no incremental cost related to the maodifications.
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The following table provides data related to all PSA and PCSA activity:

FOR YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS, EXCEPT YEARS) 2008 2007 2006
Total intrinsic value of vested PCSA shares $ 15 $ 46 $ 51
Total compensation cost related to nonvested PSA grants not yet recognized, pre-tax $ 20 $ 15 $ 10
Weighted-average period in years over which PSA cost is expected to be recognized 2 2 2

We entered into forward-purchase contracts that partially offset the potential impact on net income of our obligation under the pre-2006 PCSAs. At settlement date, we would,
at the option of the counterparty to each of the contracts, either receive our own stock or settle the contracts for cash. We had contracts for approximately 3 million shares of
our stock at a per-share price of $33.85 outstanding as of December 31, 2006. The contracts matured early in 2007. Changes in the fair value of these contracts were
reported in Other (income)/deductions — net.

E. Stock Appreciation Rights (SARS)

SARs are awarded to senior and key management. SARs entitle the holders to receive, two years after the end of a vesting term, a number of shares of our common stock
with a value equal to the difference between the defined settlement price and the grant price, plus the dividends accumulated during a five-year term. The settlement price is
the average closing price of Pfizer common stock during the 20 trading days ending on the fifth anniversary of the grant; the grant price is the closing price of Pfizer common
stock on the date of the grant.

The SARs are automatically settled on the fifth anniversary of the grant but vest on the third anniversary of the grant, after which time there is no longer a risk of forfeiture.
SARs are accounted for at fair value at the date of grant in the consolidated income statement and generally amortized on an even basis over the vesting term into Cost of
sales, Selling, informational and administrative expenses and Research and development expenses, as appropriate.

We calculate the fair value by using a Monte Carlo simulation model, using weighted-average assumptions similar to those used in the valuation of stock options, except using
the risk-free rate of 2.77% and contractual five years as the expected term.

The following summarizes all SARs activity during 2008:

WEIGHTED-AVERAGE

SHARES GRANT DATE VALUE

(THOUSANDS) PER SHARE

Nonvested, January 1, 2008 — $ —

Granted 3,040 22.50

Vested (35) 22.55

Forfeited (249) 22.55

Nonvested, December 31, 2008 2,756 22.49
The following table provides data related to all SARSs activity:

YEAR ENDED

DECEMBER 31,

(MILLIONS OF DOLLARS, EXCEPT PER SARs AMOUNTS AND YEARS) 2008

Weighted-average grant date fair value per SARs $5.54

Total compensation cost related to nonvested SARs grants not yet recognized, pre-tax $ 9

Weighted-average period in years over which SARs cost is expected to be recognized 2.2

F. Restricted Stock
Restricted stock grants, which entitle the holder to receive, at the end of a vesting term, a specified number of shares of our common stock, and which also entitle the holder
to receive dividends paid on such grants, are accounted for at fair value at the date of grant.

Senior and key members of management received restricted stock awards prior to 2005. In most instances, restricted stock grants vest after three years of continuous service
from the grant date. The vesting terms are equal to the contractual terms. These awards have not been significant.
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16. Earnings per Common Share

Basic and diluted EPS were computed using the following common share data:

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
EPS Numerator —Basic:
Income from continuing operations $ 8,026 $ 8,213 $ 11,024
Less: Preferred stock dividends—net of tax 3 4 5
Income available to common shareholders from continuing operations 8,023 8,209 11,019
Discontinued operations:

Income/(loss) from discontinued operations—net of tax ) ?3) 433

Gains/(losses) on sales of discontinued operations—net of tax 80 (66) 7,880
Discontinued operations—net of tax 78 (69) 8,313
Net income available to common shareholders $ 8,101 $ 8,140 $ 19,332
EPS Denominator —Basic:
Weighted-average number of common shares outstanding 6,727 6,917 7,242
EPS Numerator —Diluted:
Income from continuing operations $ 8,026 $ 8,213 $ 11,024
Less: ESOP contribution—net of tax — 2 3
Income available to common shareholders from continuing operations 8,026 8,211 11,021
Discontinued operations:

Income/(loss) from discontinued operations—net of tax ) ?3) 433

Gains/(losses) on sales of discontinued operations—net of tax 80 (66) 7,880
Discontinued operations—net of tax 78 (69) 8,313
Net income available to common shareholders $ 8,104 $ 8,142 $ 19,334
EPS Denominator —Diluted:
Weighted-average number of common shares outstanding 6,727 6,917 7,242
Common-share equivalents—stock options, stock issuable under employee compensation plans and

convertible preferred stock 23 22 32
Weighted-average number of common shares outstanding and common-share equivalents 6,750 6,939 7,274

Stock options that had exercise prices greater than the average market price of our common stock issuable
under employee compensation plans @) 489 514 552

@These common stock equivalents were outstanding during 2008, 2007 and 2006, but were not included in the computation of diluted EPS for those years because their
inclusion would have had an anti-dilutive effect.

17. Lease Commitments

We lease properties and equipment for use in our operations. In addition to rent, the leases may require us to pay directly for taxes, insurance, maintenance and other
operating expenses, or to pay higher rent when operating expenses increase. Rental expense, net of sublease income, was $370 million in 2008, $398 million in 2007 and
$420 million in 2006. This table shows future minimum rental commitments under noncancellable operating leases as of December 31 for the following years:

AFTER
(MILLIONS OF DOLLARS) 2009 2010 2011 2012 2013 2013
Lease commitments $205 $172 $121 $ 96 $ 85 $ 854

18. Insurance

Our insurance coverage reflects market conditions (including cost and availability) existing at the time it is written, and our decision to obtain insurance coverage or to self-
insure varies accordingly. Depending upon the cost and availability of insurance and the nature of the risk involved, the amount of self-insurance may be significant. The cost
and availability of coverage have resulted in our decision to self-insure certain exposures, including product liability. If we incur substantial liabilities that are not covered by
insurance or substantially exceed insurance coverage and that are in excess of existing accruals, there could be a material adverse effect on our results of operations in any
particular period (see Note 19. Legal Proceedings and Contingencies ).
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19. Legal Proceedings and Contingencies

We and certain of our subsidiaries are involved in various patent, product liability, consumer, commercial, securities, environmental and tax litigations and claims; government
investigations; and other legal proceedings that arise from time to time in the ordinary course of our business. We do not believe any of them will have a material adverse
effect on our financial position.

Beginning in 2007 upon the adoption of a new accounting standard, we record accruals for income tax contingencies to the extent that we conclude that a tax position is not
sustainable under a ‘more-likely-than-not’ standard and we record our estimate of the potential tax benefits in one tax jurisdiction that could result from the payment of income
taxes in another tax jurisdiction when we conclude that the potential recovery is more likely than not. (See Note 1B. Significant Accounting Policies: New Accounting
Standards and Note 7E. Taxes on Income: Tax Contingencies .) We record accruals for all other contingencies to the extent that we conclude their occurrence is probable and
the related damages are estimable, and we record anticipated recoveries under existing insurance contracts when assured of recovery. If a range of liability is probable and
estimable and some amount within the range appears to be a better estimate than any other amount within the range, we accrue that amount. If a range of liability is probable
and estimable and no amount within the range appears to be a better estimate than any other amount within the range, we accrue the minimum of such probable range. Many
claims involve highly complex issues relating to causation, label warnings, scientific evidence, actual damages and other matters. Often these issues are subject to substantial
uncertainties and, therefore, the probability of loss and an estimation of damages are difficult to ascertain. Consequently, we cannot reasonably estimate the maximum
potential exposure or the range of possible loss in excess of amounts accrued for these contingencies. These assessments can involve a series of complex judgments about
future events and can rely heavily on estimates and assumptions (see Note 1C. Significant Accounting Policies: Estimates and Assumptions ). Our assessments are based on
estimates and assumptions that have been deemed reasonable by management. Litigation is inherently unpredictable, and excessive verdicts do occur. Although we believe
we have substantial defenses in these matters, we could in the future incur judgments or enter into settlements of claims that could have a material adverse effect on our
results of operations in any particular period.

Patent claims include challenges to the coverage and/or validity of our patents on various products or processes. Although we believe we have substantial defenses to these
challenges with respect to all our material patents, there can be no assurance as to the outcome of these matters, and a loss in any of these cases could result in a loss of
patent protection for the drug at issue, which could lead to a significant loss of sales of that drug and could materially affect future results of operations.

Among the principal matters pending to which we are a party are the following:

A. Patent Matters

We are involved in a number of suits relating to our patents, most of which involve claims by generic drug manufacturers that patents covering our products, processes or
dosage forms are invalid and/or do not cover the product of the generic manufacturer. Challenges have been made by generic manufacturers to patents covering, among
other products, Lipitor (atorvastatin), Norvasc (amlodipine), Celebrex (celecoxib), Detrol and Detrol LA (tolterodine), Vfend (voriconazole) and Aricept (donepezil
hydrochloride). Also, counterclaims as well as various independent actions have been filed claiming that our assertions of, or attempts to enforce, our patent rights with
respect to certain products constitute unfair competition and/or violations of the antitrust laws. In addition to the challenges to the U.S. patents on a number of our products
that are discussed below, we note that the patent rights to certain of our products, including without limitation Lipitor and Celebrex, are being challenged in various other
countries.

Lipitor (atorvastatin)

In April 2007, Teva Pharmaceuticals USA, Inc. (Teva) notified us that it had filed an abbreviated new drug application with the FDA seeking approval to market a generic
version of Lipitor. Teva asserts the invalidity of our patent covering the enantiomer form of atorvastatin, which (including the six-month pediatric exclusivity period) expires in
June 2011, and the non-infringement of certain later-expiring patents. Teva is not challenging our basic patent, which (including the six-month pediatric exclusivity period)
expires in March 2010. In June 2007, we filed suit against Teva in the U.S. District Court for the District of Delaware asserting the validity and infringement of the enantiomer
patent.

In November 2008, Apotex Inc. (Apotex) notified us that it had filed an abbreviated new drug application with the FDA seeking approval to market a generic version of Lipitor.
Apotex asserts the invalidity of our enantiomer patent and the non-infringement of certain later-expiring patents. Apotex is not challenging our basic patent. In December 2008,
we filed suit against Apotex in the U.S. District Court for the District of Delaware and the U.S. District Court for the Northern District of Illinois asserting the validity and
infringement of the enantiomer patent.

In January 2007, we filed a reissue application with the U.S. Patent and Trademark Office (the Patent Office) seeking to correct a technical defect in our enantiomer patent. In
January 2009, the Patent Office accepted our application for reissue of the enantiomer patent and issued a Notice of Allowance. Certain formalities must be completed before
the reissue patent will be granted. The reissued patent will have the same force and effect and same June 2011 expiration date (including the six-month pediatric exclusivity
period) as the original enantiomer patent.

In July 2008, we entered into an agreement to settle our litigation with Apotex with respect to certain of our patents for Lipitor in Canada, subject to certain conditions. Those
conditions have been satisfied, and that litigation has been settled. The settlement does not apply to the aforementioned litigation against Apotex with respect to our Lipitor
enantiomer patent in the U.S., which remains pending.
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Norvasc (amlodipine)

Certain generic manufacturers are seeking to market their own generic amlodipine products in Canada and are challenging our Norvasc patent in that country, which expires
in August 2010. In April 2008, the Canadian Federal Court in Toronto upheld the validity of our Norvasc patent in our action against Pharmascience Inc. (Pharmascience) and
issued an order preventing approval of Pharmascience’s generic product containing amlodipine besylate, which is the salt form used in Norvasc, until the expiration of our
patent in August 2010. In May 2008, Pharmascience appealed the decision to the Federal Court of Appeal of Canada. In September 2008, Dr. Reddy’s Laboratories Limited
(Dr. Reddy’s) filed an application with Health Canada also seeking to market a generic product containing amlodipine besylate, and in October 2008 we filed an action in the
Canadian Federal Court in Toronto seeking to prevent approval of Dr. Reddy’s generic product.

In addition, in February and April 2008, respectively, Pharmascience and Apotex notified us that they are alleging the non-infringement of our Norvasc patent in connection
with their applications with Health Canada seeking to market in Canada products containing amlodipine salt forms that are different from amlodipine besylate. In April and
June 2008, respectively, we filed actions against Pharmascience and Apotex in the Canadian Federal Court in Toronto asserting the infringement of our Norvasc patent.

Celebrex (celecoxib)

In March 2008, Mylan Pharmaceuticals, Inc. (Mylan) notified us that it had filed an abbreviated new drug application with the FDA challenging our patent for Celebrex covering
use in the treatment of inflammation, which expires in December 2015. Mylan is seeking to market a product containing celecoxib upon the expiration in May 2014 of our two
main patents covering the active ingredient and a pharmaceutical composition thereof.

In April 2008, Teva notified us that it had filed an amendment to its previously filed abbreviated new drug application with the FDA with respect to the 50 mg dose of Celebrex
challenging our patent for Celebrex covering use in the treatment of inflammation. Teva is seeking to market a 50 mg product containing celecoxib upon the expiration of our
two main patents in May 2014.

Neurontin (gabapentin)

In August 2005, the U.S. District Court for the District of New Jersey held that the generic gabapentin (Neurontin) products of a number of generic manufacturers did not
infringe our gabapentin low-lactam patent, which expires in 2017, and it granted summary judgment in their favor. Several generic manufacturers launched their gabapentin
products in 2004 and 2005. In September 2007, the U.S. Court of Appeals for the Federal Circuit reversed the District Court’s summary judgment decision and remanded the
case to the District Court for trial on the patent-infringement issue. If successful at trial, we intend to seek compensation from the generic manufacturers for damages resulting
from their at-risk launches of generic gabapentin.

Detrol (tolterodine)

In March 2004, we brought a patent infringement suit in the U.S. District Court for the District of New Jersey against Teva, which had filed an abbreviated new drug application
with the FDA seeking approval to market a generic version of Detrol. In January 2007, Teva withdrew its challenge to our patent, and the patent infringement suit was
dismissed. At about the same time in January 2007, lvax Pharmaceuticals, Inc. (Ivax), a wholly owned subsidiary of Teva, amended its previously filed abbreviated new drug
application for tolterodine to challenge our basic patent for Detrol, and we brought a patent infringement action against Ivax in the U.S. District Court for the District of New
Jersey. The basic patent (including the six-month pediatric exclusivity period) expires in September 2012.

Detrol LA (tolterodine)

In October 2007 and January 2008, respectively, Teva and Impax Laboratories, Inc. notified us that they had filed abbreviated new drug applications with the FDA challenging
on various grounds four patents relating to Detrol LA, an extended-release formulation of Detrol (tolterodine), and seeking approval to market their generic versions of Detrol
LA. We filed suit against each of them in the U.S. District Court for the Southern District of New York asserting the infringement of three of the patents relating to Detrol LA.,
which (including the six-month pediatric exclusivity period) expire between 2012 (the basic patent ) and 2020. Each of these actions subsequently was transferred to the U.S.
District Court for the District of New Jersey.

In March 2008, Sandoz Inc., a division of Novartis AG (Sandoz), also notified us that it had filed an abbreviated new drug application with the FDA seeking approval to market
a generic version of Detrol LA. Sandoz is challenging three later-expiring patents, which (including the six-month pediatric exclusivity period) expire in 2020, but not our basic
patent.

Vfend (voriconazole)
In July 2008, Matrix Laboratories Ltd. notified us that it had filed an abbreviated new drug application with the FDA challenging on various grounds four of our patents relating
to Vfend, which expire between 2009 and 2016, and seeking approval to market a generic version of Vfend.

In November 2008, Sandoz notified us that it had filed an abbreviated new drug application with the FDA challenging on various grounds two of our patents relating to Vfend,
which expire in 2016 and 2018, and seeking approval to market a generic version of Vfend for intravenous use.

Aricept (donepezil hydrochloride)

In October 2005, Teva notified Eisai Co., Ltd. (Eisai) that Teva had filed an abbreviated new drug application with the FDA challenging on various grounds Eisai's U.S. basic
patent for Aricept, which expires in November 2010, and seeking approval to market a generic version of Aricept. In December 2005, Eisai filed suit against Teva in the U.S.

District Court for the District of New Jersey asserting infringement of that patent. While Teva has received final approval from the FDA for its generic product, it is subject to a
preliminary injunction prohibiting the marketing of its product pending the outcome of Eisai’s patent infringement action. We co-promote Aricept with Eisai in the U.S. but are

not a party to Eisai's patent infringement action.
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B. Product Litigation

Like other pharmaceutical companies, we are defendants in numerous product liability cases, including but not limited to those discussed below, in which the plaintiffs seek
relief for personal injuries and other purported damages allegedly caused by our drugs and other products.

Asbestos

¢ Quigley

Quigley Company, Inc. (Quigley), a wholly owned subsidiary, was acquired by Pfizer in 1968 and sold small amounts of products containing asbestos until the early 1970s. In
September 2004, Pfizer and Quigley took steps that were intended to resolve all pending and future claims against Pfizer and Quigley in which the claimants allege personal
injury from exposure to Quigley products containing asbestos, silica or mixed dust. We recorded a charge of $369 million before-tax ($229 million after-tax) in the third quarter
of 2004 in connection with these matters.

In September 2004, Quigley filed a petition in the U.S. Bankruptcy Court for the Southern District of New York seeking reorganization under Chapter 11 of the U.S. Bankruptcy
Code. In March 2005, Quigley filed a reorganization plan in the Bankruptcy Court that needed the approval of both the Bankruptcy Court and the U.S. District Court for the
Southern District of New York after receipt of the vote of 75% of the claimants. In connection with that filing, Pfizer entered into settlement agreements with lawyers
representing more than 80% of the individuals with claims related to Quigley products against Quigley and Pfizer. The agreements provide for a total of $430 million in
payments, of which $215 million became due in December 2005 and is being paid to claimants upon receipt by the Company of certain required documentation from each of
the claimants. The reorganization plan provided for the establishment of a Trust (the Trust) for the payment of all remaining pending claims as well as any future claims
alleging injury from exposure to Quigley products.

As certified by the balloting agent in May 2006, more than 75% of Quigley’s claimants holding claims that represented more than two-thirds in value of claims against Quigley
voted to accept Quigley’s plan of reorganization. In August 2006, in reviewing the voting tabulation methodology, the Bankruptcy Court ruled that certain votes that accepted
the plan were not predicated upon the actual value of the claim. As a result, the reorganization plan was not accepted.

In June 2007, Quigley filed an amended plan of reorganization that is intended to address the Bankruptcy Court’s concerns regarding the voting tabulation methodology. In
February 2008, the Bankruptcy Court authorized Quigley to solicit its amended reorganization plan for acceptance by claimants. According to the official report filed with the
court by the balloting agent in July 2008, the requisite number of votes was cast in favor of the amended plan of reorganization. The Bankruptcy Court has scheduled a
confirmation hearing to be held sometime after March 16, 2009 at which it will consider any objections to the plan’s confirmation and determine whether to approve the plan. If
approved by the claimants and the courts, the amended reorganization plan will result in a permanent injunction directing all pending and future claims alleging personal injury
from exposure to Quigley products to the Trust.

Under the amended reorganization plan (as under the original reorganization plan), Pfizer will contribute to the Trust $405 million through a note as well as approximately
$100 million in cash and insurance, and will forgive a $30 million secured loan to Quigley. In addition, Pfizer entered into an agreement with the representative of future
claimants that provides for the contribution to the Trust of an additional amount with a present value of $88.4 million.

In a separately negotiated transaction with an insurance company in August 2004, we agreed to a settlement related to certain insurance coverage which provides for
payments to us over a ten-year period of amounts totaling $405 million.

« Other Matters

Between 1967 and 1982, Warner-Lambert owned American Optical Corporation, which manufactured and sold respiratory protective devices and asbestos safety clothing. In
connection with the sale of American Optical in 1982, Warner-Lambert agreed to indemnify the purchaser for certain liabilities, including certain asbestos-related and other
claims. As of December 31, 2008, approximately 104,000 claims naming American Optical and numerous other defendants were pending in various federal and state courts
seeking damages for alleged personal injury from exposure to asbestos and other allegedly hazardous materials. We are actively engaged in the defense of, and will continue
to explore various means to resolve, these claims. Several of the insurance carriers that provided coverage for the American Optical asbestos and other allegedly hazardous
materials claims have denied coverage. We believe that these carriers’ position is without merit and are pursuing legal proceedings against such carriers.

Numerous lawsuits are pending against Pfizer in various federal and state courts seeking damages for alleged personal injury from exposure to products containing asbestos
and other allegedly hazardous materials sold by Gibsonburg Lime Products Company (Gibsonburg). Gibsonburg was acquired by Pfizer in the 1960s and sold small amounts
of products containing asbestos until the early 1970s.

There also is a small number of lawsuits pending in various federal and state courts seeking damages for alleged exposure to asbestos in facilities owned or formerly owned
by Pfizer or its subsidiaries.
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Celebrex and Bextra
« Product Liability and Consumer Actions

Product liability suits, including purported class actions, were filed against Pfizer in various U.S. federal and state courts and in certain other countries alleging personal injury
as a result of the use of Celebrex and/or Bextra. In addition, purported class actions were filed against Pfizer in various U.S. federal and state courts and in certain other
countries alleging consumer fraud as a result of alleged false advertising of Celebrex and Bextra and the withholding of information from the public regarding the alleged
safety risks associated with Celebrex and Bextra. Subsequently, all of the U.S. federal product liability and consumer fraud actions were transferred for consolidated pre-trial
proceedings to a Multi-District Litigation ( In re Celebrex and Bextra Marketing, Sales Practices and Product Liability Litigation MDL-1699) in the U.S. District Court for the
Northern District of California.

On October 17, 2008, the Company announced that it had reached agreements in principle to settle the pending U.S. consumer fraud purported class action cases and more
than 90% of the known U.S. personal injury claims. The proposed settlements of the pending U.S. consumer fraud purported class action cases are subject to approval by the
appropriate courts.

In connection with these agreements in principle, the Company recorded pre-tax charges in the third quarter of 2008 of approximately $745 million for all known U.S. personal
injury claims and approximately $89 million for the pending U.S. consumer fraud purported class action cases. We believe that the charges of approximately $745 million will
be sufficient to resolve all known U.S. personal injury claims, including those not being settled at this time. However, additional charges may have to be taken in the future in
connection with certain pending claims and unknown claims relating to Celebrex and Bextra.

The Company believes that it has insurance coverage for a portion of the proposed personal injury settlements and is seeking to recover payments to which it believes it is
entitled under the applicable insurance policies.

The agreements in principle and the charges do not apply to the other actions relating to Celebrex and Bextra discussed immediately below.
* Securities, Fiduciary Duty and ERISA Actions

Beginning in late 2004, actions, including purported class and shareholder derivative actions, have been filed in various federal and state courts against Pfizer, Pharmacia
Corporation (Pharmacia) and certain current and former officers, directors and employees of Pfizer and Pharmacia. These actions include: (i) purported class actions alleging
that Pfizer and certain current and former officers of Pfizer violated federal securities laws by misrepresenting the safety of Celebrex and Bextra; (ii) purported shareholder
derivative actions alleging that certain of Pfizer's current and former officers and directors breached fiduciary duties by causing Pfizer to misrepresent the safety of Celebrex
and, in certain of the cases, Bextra; and (iii) purported class actions filed by persons who claim to be participants in the Pfizer or Pharmacia Savings Plan alleging that Pfizer
and certain current and former officers, directors and employees of Pfizer or, where applicable, Pharmacia and certain former officers, directors and employees of Pharmacia,
violated certain provisions of the Employee Retirement Income Security Act of 1974 (ERISA) by selecting and maintaining Pfizer stock as an investment alternative when it
allegedly no longer was a suitable or prudent investment option. In June 2005, the federal securities, fiduciary duty and ERISA actions were transferred for consolidated pre-
trial proceedings to a Multi-District Litigation ( In re Pfizer Inc. Securities, Derivative and “ERISA” Litigation MDL-1688 ) in the U.S. District Court for the Southern District of
New York.

In July 2007, the purported federal shareholder derivative action alleging breach of fiduciary duty was dismissed with prejudice by the court in the Multi-District Litigation. The
plaintiffs appealed the decision to the U.S. Court of Appeals for the Second Circuit and, in January 2009, the Second Circuit affirmed the dismissal order. In March 2008, the
purported shareholder derivative action in the Supreme Court of the State of New York, New York County, alleging breach of fiduciary duty also was dismissed with prejudice.
In April 2008, the plaintiff filed a notice of appeal with the Appellate Division of the Supreme Court of the State of New York, First Department.

« Securities Action in New Jersey

In 2003, several purported class action complaints were filed in the U.S. District Court for the District of New Jersey against Pharmacia, Pfizer and certain former officers of
Pharmacia. The complaints allege that the defendants violated federal securities laws by misrepresenting the data from a study concerning the gastrointestinal effects of
Celebrex. These cases were consolidated for pre-trial proceedings in the District of New Jersey ( Alaska Electrical Pension Fund et al. v. Pharmacia Corporation et al. ). In
January 2007, the court certified a class consisting of all persons who purchased Pharmacia securities from April 17, 2000 through February 6, 2001 and were damaged as a
result of the decline in the price of Pharmacia’s securities allegedly attributable to the misrepresentations. Plaintiffs seek damages in an unspecified amount. In October 2007,
the court granted defendants’ motion for summary judgment and dismissed the plaintiffs’ claims. In November 2007, the plaintiffs appealed the decision to the U.S. Court of
Appeals for the Third Circuit. On January 30, 2009, the Third Circuit vacated the District Court’s grant of summary judgment in favor of defendants and remanded the case to
the District Court for further proceedings. The Third Circuit also held that the District Court erred in determining that the class period ended on February 6, 2001, and directed
that the class period end on August 5, 2001.

Trovan

In May 2007, the Attorney General of the Federation of Nigeria filed civil and criminal actions in the Federal High Court in Abuja against Pfizer, one of our Nigerian
subsidiaries, and several current and former U.S. and Nigerian employees, including a current Pfizer director. Also in May 2007, the Attorney General of the State of Kano,
Nigeria, filed substantially similar civil and criminal actions in the High Court of Kano State against substantially the same group of defendants. The federal civil action was
voluntarily withdrawn by the federal authorities in July 2007, and a new federal civil complaint seeking substantially similar damages against substantially the same group of
defendants was filed shortly thereafter.

86 2008 Financial Report



Notes to Consolidated Financial Statements

Pfizer Inc and Subsidiary Companies

All of these actions arise out of a 1996 pediatric clinical study of Trovan, an antibiotic then in late-stage development, that was conducted during a severe meningitis epidemic
in Kano. The actions allege, among other things, that the study was conducted without proper government authorization and without the informed consent of the parents or
guardians of the study participants and that it resulted in injury or death to a number of study participants. In the civil actions, the federal government is seeking more than $6
billion in damages and the Kano state government is seeking $2.075 billion in damages for, among other things, the costs incurred to provide treatment, compensation and
support for the alleged victims and their families; the costs of unrelated health initiatives that failed, allegedly due to societal misgivings attributable to the Trovan study; and
general damages. We believe that we have strong defenses in these actions.

The 1996 Trovan clinical study also has been the subject of two civil lawsuits filed against Pfizer in the U.S. District Court for the Southern District of New York on behalf of the
study participants. Both of these actions assert that Pfizer violated the federal Alien Tort Statute, and one of the actions also asserts that Pfizer violated the Connecticut Unfair
Trade Practices Act and the Connecticut Products Liability Act, in connection with the 1996 Trovan clinical study. The District Court dismissed both cases in 2005, and the
plaintiffs appealed the decisions to the U.S. Court of Appeals for the Second Circuit. In January 2009, the Second Circuit reversed the District Court’s dismissal of both
actions, and remanded them to the District Court for further proceedings, on the ground that the District Court erred in holding that it did not have subject matter jurisdiction
over the plaintiffs’ claims under the Alien Tort Statute.

Hormone-Replacement Therapy

Pfizer and certain wholly owned subsidiaries and limited liability companies, along with several other pharmaceutical manufacturers, have been named as defendants in a
number of lawsuits in various federal and state courts alleging personal injury resulting from the use of certain estrogen and progestin medications prescribed for women to
treat the symptoms of menopause. Plaintiffs in these suits allege a variety of personal injuries, including breast cancer, stroke and heart disease. Certain co-defendants in
some of these actions have asserted indemnification rights against Pfizer and its affiliated companies. The cases against Pfizer and its affiliated companies involve the
products femhrt (which Pfizer divested in 2003), Activella and Vagifem (which are Novo Nordisk products that were marketed by a Pfizer affiliate from 2000 to 2004), and
Provera, Ogen, Depo-Estradiol, Estring and generic MPA, all of which remain approved by the FDA for use in the treatment of menopause. The federal cases have been
transferred for consolidated pre-trial proceedings to a Multi-District Litigation ( In re Prempro Products Liability Litigation MDL-1507 ) in the U.S. District Court for the Eastern
District of Arkansas.

This litigation originally included both individual actions as well as various purported nationwide and statewide class actions. However, as a result of the voluntary dismissal of
certain purported class actions and the withdrawal of the class action allegations by the plaintiffs in certain other actions, this litigation now consists of individual actions and a
few purported statewide class actions.

In November 2008, the State of Nevada filed an action against Pfizer, Pharmacia & Upjohn Company and Wyeth in state court in Nevada alleging that they had engaged in
deceptive marketing of their respective hormone replacement therapy medications in Nevada in violation of the Nevada Deceptive Trade Practices Act. In January 2009, the
action was removed to the U.S. District Court for the District of Nevada. The action seeks monetary relief, including civil penalties and treble damages.

Viagra

A number of lawsuits, including purported class actions, have been filed against us in various federal and state courts alleging that Viagra causes certain types of visual
injuries. The plaintiffs in the purported class actions seek to represent nationwide and certain statewide classes of Viagra users. All of the actions seek damages for personal
injury, and the purported class actions also seek medical monitoring. In January 2006, the federal cases were transferred for consolidated pre-trial proceedings to a Multi-
District Litigation ( In re Viagra Products Liability Litigation MDL-1724 ) in the U.S. District Court for the District of Minnesota.

Zoloft
A number of individual lawsuits have been filed against us in various federal and state courts alleging personal injury as a result of the purported ingesting of Zoloft.

Mirapex

A number of individual lawsuits seeking damages have been filed against us and Boehringer Ingelheim Pharmaceuticals, Inc. (BIPI) in various U.S. federal and state courts
and one purported class action has been filed in Canada alleging that Mirapex, a treatment for Parkinson’s disease, causes certain impulse-control disorders. We co-
promoted Mirapex with BIPI until May 2005 but, as a result of the sale of our interests in this product to BIPI, we no longer manufacture or sell Mirapex. In June 2007, all of the
U.S. federal cases were transferred for consolidated pre-trial proceedings to a Multi-District Litigation ( In re Mirapex Products Liability Litigation MDL -1836 ) in the U.S.
District Court for the District of Minnesota. We and BIPI have agreed to indemnify each other with respect to portions of certain of the claims in these actions. We and BIPI
have resolved or are in the process of resolving a majority of the lawsuits pending in the U.S. on terms we consider favorable to the Company.

Neurontin

A number of lawsuits, including purported class actions, have been filed against us in various federal and state courts alleging claims arising from the promotion and sale of
Neurontin. The plaintiffs in the purported class actions seek to represent nationwide and certain statewide classes consisting of persons, including individuals, health insurers,
employee benefit plans and other third-party payers, who purchased or reimbursed patients for the purchase of Neurontin that allegedly was used for indications other than
those included in the product labeling approved by the FDA. In October 2004, many of the suits pending in federal courts, including individual actions as well as purported
class actions, were transferred for consolidated pre-trial proceedings to a Multi-District Litigation ( In re Neurontin Marketing, Sales Practices and Product Liability Litigation
MDL-1629 ) in the U.S. District Court for the District of Massachusetts. Purported class actions also have been filed against us in various Canadian provincial courts alleging
claims arising from the promotion and sale of Neurontin and generic gabapentin.
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In the Multi-District Litigation, in August 2007, the court denied without prejudice plaintiffs’ motion to certify a nationwide class of all consumers and third-party payers who
allegedly purchased or reimbursed patients for the purchase of Neurontin for “off-label” uses from 1994 through 2004. In December 2007, plaintiffs filed a renewed motion for
class certification.

In June 2007, a Pennsylvania state court certified a class of all individuals in Pennsylvania who allegedly purchased Neurontin for “off-label” uses from 1995 to the present.
The court subsequently expanded the class to include purchasers of generic gabapentin. However, in February 2009, the court determined that class certification was not
appropriate and entered an order decertifying the class. Plaintiffs are seeking certification of statewide classes of Neurontin purchasers in actions pending in California, lllinois,
Indiana, Missouri and Oklahoma. State courts in New York and New Mexico have declined to certify statewide classes of Neurontin purchasers.

A number of individual lawsuits have been filed against us in various U.S. federal and state courts and in certain other countries alleging suicide, attempted suicide and other
personal injuries as a result of the purported ingesting of Neurontin. Certain of the U.S. federal actions have been transferred for consolidated pre-trial proceedings to the
same Multi-District Litigation referred to in the first paragraph of this section.

Lipitor

In March and April 2006, six purported class actions were filed against us in various federal courts alleging claims relating to the promotion of Lipitor. In May 2006, five of the
actions were voluntarily dismissed without prejudice, and the plaintiffs in those actions were added as plaintiffs in the remaining action, which had been filed in the U.S. District
Court for the Northern District of lllinois. In May 2008, on the Company’s uncontested motion, the action was transferred to the U.S. District Court for the Southern District of
New York. Plaintiffs, who are third-party payers, allege that, through patient and medical education programs and other actions, the Company promoted Lipitor for use by
certain patients contrary to national cholesterol guidelines that plaintiffs claim are a part of the labeled indications for the product. In addition, in an amended complaint,
plaintiffs allege that, primarily as the result of the Company’s purported failure to fully disclose the risks of alleged side-effects of Lipitor, the prices that plaintiffs paid for Lipitor
were higher than they otherwise would have been. The plaintiffs seek to represent nationwide and certain statewide classes consisting of health and welfare funds and other
third-party payers that purchased Lipitor or reimbursed patients for the purchase of Lipitor since January 1, 2002. The plaintiffs allege, among other things, fraud, unjust
enrichment and a violation of the federal Racketeer Influenced and Corrupt Organizations (RICO) Act and certain state consumer fraud statutes and seek monetary and
injunctive relief, including treble damages.

In 2004, a former employee filed a “whistleblower” action against us in the U.S. District Court for the Eastern District of New York. The complaint remained under seal until
September 2007, at which time the U.S. Attorney for the Eastern District of New York declined to intervene in the case. We were served with the complaint in December 2007.
Plaintiff alleges that, through patient and medical education programs, written materials and other actions aimed at doctors, consumers, payers and investors, the Company
promoted Lipitor for use by certain patients contrary to national cholesterol guidelines that plaintiff claims are a part of the labeled indications for the product. Plaintiff alleges
violations of the Federal Civil False Claims Act and the false claims acts of certain states and seeks treble damages and civil penalties on behalf of the federal government
and the specified states as the result their purchase, or reimbursement of patients for the purchase, of Lipitor allegedly for such “off-label” uses. Plaintiff also seeks
compensation as a whistleblower under those federal and state statutes. In addition, plaintiff alleges that he was wrongfully terminated, in violation of the anti-retaliation
provisions of the Federal Civil False Claims Act, the Civil Rights Act of 1964 and applicable New York law, for raising concerns about the alleged “off-label” promotion of
Lipitor and about alleged instances of sexual harassment in the workplace, and he seeks damages and the reinstatement of his employment.

Chantix/Champix
In August 2008, an individual filed a purported nationwide class action against us in the U.S. District Court for the Southern District of lllinois alleging claims relating to the
marketing of Chantix. In November 2008, the action was dismissed without prejudice by the court at the request of the plaintiff.

A number of individual lawsuits have been filed against us in various federal and state courts alleging suicide, attempted suicide and other personal injuries as a result of the
purported ingesting of Chantix, as well as economic loss. Plaintiffs in these actions seek compensatory and punitive damages and the disgorgement of profits resulting from
the sale of Chantix.

In December 2008, a purported class action was filed against us in the Ontario Superior Court of Justice (Toronto office) on behalf of all individuals and third-party payers in
Canada who have purchased and ingested Champix or reimbursed patients for the purchase of Champix. This action asserts claims under Canadian product liability law,
including with respect to the safety and efficacy of Champix, and, on behalf of the putative class, seeks monetary relief, including punitive damages.

C. Commercial and Other Matters

Merger Agreement Between Pfizer and Wyeth

In late January and early February 2009, four purported class action complaints were filed by Wyeth shareholders challenging Wyeth’s proposed merger with Pfizer. (See
Note 21. Subsequent Event. ) The actions were filed in federal court in New Jersey and in state courts in New Jersey and Delaware. The complaints in all four actions name
as defendants the members of Wyeth'’s board of directors and Wyeth. The complaints in three of the actions also name Pfizer as a defendant. The plaintiffs allege that (i) each
of the members of Wyeth’s board of directors breached his or her fiduciary duties to Wyeth and its shareholders by authorizing the sale of Wyeth to Pfizer for what plaintiffs
deem “inadequate” consideration; (ii) Wyeth directly breached and/or aided and abetted the other defendants’ alleged breaches of fiduciary duties; and (iii) in the three actions
in which Pfizer is a defendant, that Pfizer aided and abetted the alleged breaches of fiduciary duties by Wyeth and its directors. The plaintiffs seek, among other things, to
enjoin the defendants from consummating the merger on the agreed-upon terms.
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Average Wholesale Price Litigation

A number of states as well as most counties in New York have sued Pharmacia, Pfizer and other pharmaceutical manufacturers alleging that they provided average wholesale
price (AWP) information for certain of their products that was higher than the actual prices at which those products were sold. The AWP is used to determine reimbursement
levels under Medicare Part B and Medicaid and in many private-sector insurance policies and medical plans. The plaintiffs claim that the alleged spread between the AWPs at
which purchasers were reimbursed and the actual sale prices was promoted by the defendants as an incentive to purchase certain of their products. In addition to suing on
their own behalf, many of the plaintiff states seek to recover on behalf of individual Medicare Part B co-payers and private-sector insurance companies and medical plans in
their states. These various actions generally assert fraud claims as well as claims under state deceptive trade practice laws, and seek monetary and other relief, including civil
penalties and treble damages. Several of the suits also allege that Pharmacia and/or Pfizer did not report to the states their best price for certain products under the Medicaid
program.

In addition, Pharmacia, Pfizer and other pharmaceutical manufacturers are defendants in a number of purported class action suits in various federal and state courts brought
by employee benefit plans and other third-party payers that assert claims similar to those in the state and county actions. These suits allege, among other things, fraud, unfair
competition and unfair trade practices and seek monetary and other relief, including civil penalties and treble damages.

All of these state, county and purported class action suits were transferred for consolidated pre-trial proceedings to a Multi-District Litigation ( In re Pharmaceutical Industry
Average Wholesale Price Litigation MDL-1456 ) in the U.S. District Court for the District of Massachusetts. Certain of the state and private suits have been remanded to their
respective state courts. In November 2006, the claims against Pfizer in the Multi-District Litigation were dismissed with prejudice; the claims against Pharmacia are still
pending.

In April 2008, the court in the Multi-District Litigation granted preliminary approval with respect to the fairness of a proposed settlement of the claims against 11 defendants,
including Pharmacia, for a total of $125 million. The court has scheduled a hearing in March 2009 to consider final approval of the settlement. If the settlement is approved,
Pharmacia’s contribution would be immaterial.

Monsanto-Related Matters

In 1997, Monsanto Company (Former Monsanto) contributed certain chemical manufacturing operations and facilities to a newly formed corporation, Solutia Inc. (Solutia), and
spun off the shares of Solutia. In 2000, Former Monsanto merged with Pharmacia & Upjohn Company to form Pharmacia Corporation (Pharmacia). Pharmacia then
transferred its agricultural operations to a newly created subsidiary, named Monsanto Company (New Monsanto), which it spun off in a two-stage process that was completed
in 2002. Pharmacia was acquired by Pfizer in 2003 and is now a wholly owned subsidiary of Pfizer.

In connection with its spin-off that was completed in 2002, New Monsanto assumed, and agreed to indemnify Pharmacia for, any liabilities related to Pharmacia’s former
agricultural business. New Monsanto is defending and indemnifying Pharmacia for various claims and litigation arising out of, or related to, the agricultural business.

In connection with its spin-off in 1997, Solutia assumed, and agreed to indemnify Pharmacia for, liabilities related to Former Monsanto’s chemical businesses. As the result of
its reorganization under Chapter 11 of the U.S. Bankruptcy Code, Solutia’s indemnification obligations related to Former Monsanto’s chemical businesses are limited to sites
that Solutia has owned or operated. In addition, in connection with its spinoff that was completed in 2002, New Monsanto assumed, and agreed to indemnify Pharmacia for,
any liabilities primarily related to Former Monsanto’s chemical businesses, including, but not limited to, any such liabilities that Solutia assumed. Solutia’s and New
Monsanto’s assumption of and agreement to indemnify Pharmacia for these liabilities apply to pending actions and any future actions related to Former Monsanto’s chemical
businesses in which Pharmacia is named as a defendant, including, without limitation, actions asserting environmental claims, including alleged exposure to polychlorinated
biphenyls.

Pharmacia Cash Balance Pension Plan

In 2006, several current and former employees of Pharmacia Corporation filed a purported class action in the U.S. District Court for the Southern District of lllinois against the
Pharmacia Cash Balance Pension Plan (the Plan), Pharmacia Corporation, Pharmacia & Upjohn Company and Pfizer Inc. Plaintiffs seek monetary and injunctive relief on
behalf of a class consisting of certain current and former participants in the Plan who accrued a benefit in the Monsanto Company Pension Plan prior to its conversion to a
cash balance plan in 1997. In January 2002, after various corporate reorganizations, certain of the assets and liabilities of the Monsanto Company Pension Plan were
transferred to the Plan. Plaintiffs claim that the Plan violates the age discrimination provisions of the Employee Retirement Income Security Act of 1974 by providing certain
credits to such participants only to age 55. This action has been consolidated in the U.S. District Court for the Southern District of lllinois ( Walker, et al., v. The Monsanto
Company Pension Plan et al. ) with purported class actions pending in the same court that make largely similar claims against substantially similar cash balance plans
sponsored by Monsanto Company and Solutia Inc., two former affiliates of Pharmacia. In May 2008, at the request of the parties, the court issued an order permitting the case
to proceed as a class action.

Trade Secrets Action in California

In 2004, Ischemia Research and Education Foundation (IREF) and its chief executive officer brought an action in California Superior Court, Santa Clara County, against a
former IREF employee and Pfizer. Plaintiffs allege that defendants conspired to misappropriate certain information from IREF's allegedly proprietary database in order to
assist Pfizer in designing and executing a clinical study of a Pfizer drug. In December 2008, the jury returned a verdict for compensatory damages of approximately $38.7
million. In February 2009, the judge held a hearing on plaintiffs’ motions seeking punitive damages (which, under applicable law, may not exceed two times compensatory
damages) as well as prejudgment interest from 2002 to the present. We are awaiting rulings on those motions. Separately, we will be filing motions for judgment
notwithstanding the verdict and for a new trial.
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Environmental Matters
In January 2009, we submitted a corrective measures study report to the U.S Environmental Protection Agency with regard to Pharmacia Corporation’s discontinued industrial
chemical facility in North Haven, Connecticut.

We are a party to a number of other proceedings brought under the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended
(CERCLA or Superfund), and other state, local or foreign laws in which the primary relief sought is the cost of past and/or future remediation.

D. Government Investigations and Requests for Infor ~ mation

Like other pharmaceutical companies, we are subject to extensive regulation by national, state and local government agencies in the U.S. and in the other countries in which
we operate. As a result, we have interactions with government agencies on an ongoing basis. Among the investigations and requests for information by government agencies
are those discussed below. It is possible that criminal charges and substantial fines and/or civil penalties could result from pending government investigations, including but
not limited to those discussed below.

In January 2009, the Company entered into an agreement in principle with the U.S. Department of Justice to resolve the previously reported investigation regarding
allegations of past “off-label” promotional practices concerning Bextra as well as certain other open investigations. In connection with the agreement in principle, we recorded
a pre-tax and after-tax charge of $2.3 billion in the fourth quarter of 2008.

The Company has voluntarily provided the Department of Justice and the Securities and Exchange Commission with information concerning potentially improper payments
made in connection with certain sales activities outside the U.S. Certain potentially improper payments and other matters are the subject of investigations by government
authorities in certain foreign countries, including the following: In Germany, a wholly owned subsidiary of Pfizer is the subject of a civil and criminal investigation with respect to
certain tax matters. In Italy, a wholly owned subsidiary of Pfizer is under criminal investigation by various government authorities with respect to gifts and payments allegedly
provided to certain doctors operating within Italy’s national healthcare system. The Pfizer subsidiaries are fully cooperating in these investigations. In November 2008, final
court approval was granted to a plea bargain agreement between the prosecutor in Bari, Italy and a wholly owned subsidiary of Pfizer pursuant to which the subsidiary paid a
total of 1.5 million euros, which included a criminal penalty of 90,000 euros, to resolve allegations of improper payments to certain doctors in the Puglia region of Italy, which
includes Bari. Criminal investigations by various other government authorities in Italy of alleged improper payments to certain doctors are continuing.

E. Guarantees and Indemnifications

In the ordinary course of business and in connection with the sale of assets and businesses, we often indemnify our counterparties against certain liabilities that may arise in
connection with the transaction or related to activities prior to the transaction. These indemnifications typically pertain to environmental, tax, employee and/or product-related
matters and patent infringement claims. If the indemnified party were to make a successful claim pursuant to the terms of the indemnification, we would be required to
reimburse the loss. These indemnifications are generally subject to threshold amounts, specified claim periods and other restrictions and limitations. Historically, we have not
paid significant amounts under these provisions and, as of December 31, 2008, recorded amounts for the estimated fair value of these indemnifications were not significant.

20 . Segment, Geographic and Revenue Information

Business Segments
We operate in the following business segments:

* Pharmaceutical
— The Pharmaceutical segment includes products that prevent and treat cardiovascular and metabolic diseases, central nervous system disorders, arthritis and pain,
infectious and respiratory diseases, urogenital conditions, cancer, eye diseases and endocrine disorders, among others.

* Animal Health
— The Animal Health segment includes products that prevent and treat diseases in livestock and companion animals.

For our reportable operating segments (i.e., Pharmaceutical and Animal Health), segment profit/(loss) is measured based on income from continuing operations before
provision for taxes on income and minority interests. Certain costs, such as significant impacts of purchase accounting for acquisitions, acquisition-related costs and costs
related to our cost-reduction initiatives and transition activity associated with our former Consumer Healthcare business, are included in Corporate/Other only. This
methodology is utilized by management to evaluate our businesses.

Each segment is managed separately and offers different products requiring different marketing and distribution strategies.

We sell our products primarily to customers in the wholesale sector. In 2008, sales to our three largest U.S. wholesaler customers represented approximately 16%, 10% and
10% of total revenues and, collectively, represented approximately 19% of accounts receivable as of December 31, 2008. In 2007, sales to our three largest U.S. wholesaler
customers represented approximately 18%, 12% and 10% of total revenues and, collectively, represented approximately 20% of accounts receivable as of December 31,
2007. These sales and related accounts receivable were concentrated in the Pharmaceutical segment.

Revenues exceeded $500 million in each of 14 countries outside the U.S. in 2008 and in each of 12 countries outside the U.S. in 2007. The U.S. was the only country to
contribute more than 10% of total revenues in each year.
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The following tables present segment, geographic and revenue information:

Segment
FOR/AS OF THE YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
Revenues

Pharmaceutical $ 44,174 $ 44,424 $ 45,083

Animal Health 2,825 2,639 2,311

Corporate/Other (@ 1,297 1,355 977
Total revenues $ 48,296 $ 48,418 $ 48,371
Segment profit/(loss) (0)

Pharmaceutical $ 21,786 $ 20,740 $ 21,615

Animal Health 772 620 455

Corporate/Other @) (12,864) (12,082) (9,042)
Total profit/(loss) $ 9,694 $ 9,278 $ 13,028
Identifiable assets

Pharmaceutical $ 60,591 $ 67,431 $ 72,497

Animal Health 2,075 2,043 1,951

Discontinued operations/Held for sale 148 114 62

Corporate/Other @) 48,334 45,680 41,036
Total identifiable assets $ 111,148 $ 115,268 $ 115,546
Property, plant and equipment additions ©

Pharmaceutical $ 1,351 $ 1,608 $ 1,681

Animal Health 183 70 51

Discontinued operations/Held for sale — — 162

Corporate/Other (@ 167 202 156
Total property, plant and equipment additions $ 1,701 $ 1,880 $ 2,050
Depreciation and amortization ®

Pharmaceutical $ 2,223 $ 1,886 $ 1,765

Animal Health 61 52 49

Discontinued operations/Held for sale — — 71

Corporate/Other @ 2,806 3,262 3,408
Total depreciation and amortization $ 5,090 $ 5,200 $ 5,293

(a)Corporate/Other includes our gelatin capsules business, our contract manufacturing business and a bulk pharmaceutical chemicals business, and transition activity
associated with our former Consumer Healthcare business (sold in December 2006). Corporate/Other under Segment profit/(loss) also includes interest income/(expense),
corporate expenses (e.g., corporate administration costs), other income/(expense) (e.g., realized gains and losses attributable to our investments in debt and equity
securities), certain performance-based and all share-based compensation expenses, significant impacts of purchase accounting for acquisitions, acquisition-related costs,
intangible asset impairments and costs related to our cost-reduction initiatives.

(b)Segment profit/(loss) equals Income from continuing operations before provision for taxes on income and minority interests. Certain costs, such as significant impacts of
purchase accounting for acquisitions, acquisition-related costs and costs related to our cost-reduction initiatives and transition activity associated with our former Consumer
Healthcare business, are included in Corporate/Other only. This methodology is utilized by management to evaluate our businesses.

©)In 2008, Corporate/Other includes: (i) restructuring charges and implementation costs associated with our cost-reduction initiatives of $4.2 billion; (ii) significant impacts of
purchase accounting for acquisitions of $3.2 billion, including acquired in-process research and development, intangible asset amortization and other charges; (iii) charges
of approximately $2.3 billion resulting from an agreement in principle with the U.S. Department of Justice to resolve the previously reported investigation regarding
allegations of past off-label promotional practices concerning Bextra, as well as certain other open investigations, and charges of approximately $900 million associated with
agreements and agreements in principle to resolve certain NSAID litigation and claims (see Note 4A. Certain Charges: Bextra and Certain Other Investigations and Note
4B. Certain Charges: Certain Product Litigation—Celebrex and Bextra ); (iv) all share-based compensation expense; (v) net interest income of $772 million; (vi) asset
impairment charges of $213 million; (vii) acquisition-related costs of $49 million; and (viii) transition activity associated with our former Consumer Healthcare business of $7
million in income.

In 2007, Corporate/Other includes: (i) restructuring charges and implementation costs associated with our cost-reduction initiatives of $3.9 billion; (ii) significant impacts of
purchase accounting for acquisitions of $3.4 billion, including acquired in-process research and development, intangible asset amortization and other charges; (iii) $2.8
billion of charges associated with Exubera (see Note 4D. Certain Charges: Exubera ); (iv) net interest income of $1.1 billion; (v) all share-based compensation expense;
(vi) gain on disposal of assets and other of $174 million; (vii) transition activity associated with our former Consumer Healthcare business of $26 million in income; and
(viii) acquisition-related costs of $11 million.

In 2006, Corporate/Other includes: (i) significant impacts of purchase accounting for acquisitions of $4.1 billion, including acquired in-process research and development,
intangible asset amortization and other charges; (i) restructuring charges and implementation costs associated with our cost-reduction initiatives of $2.1 billion; (iii) all
share-based compensation expense; (iv) net interest income of $437 million; (v) impairment of the Depo-Provera intangible asset of $320 million; (vi) gain on disposals of
investments and other of $173 million; (vii) a research and development milestone due to us from sanofi-aventis of approximately $118 million; and (viii) acquisition-related
costs of $27 million.

(d)Corporate assets are primarily cash and cash equivalents, short-term investments and long-term investments and loans.

©)certain production facilities are shared by various segments. Property, plant and equipment, as well as capital additions and depreciation, are allocated based on estimates
of physical production.

® Corporate/Other includes non-cash charges associated with purchase accounting related to intangible asset amortization of $2.5 billion in 2008, $3.0 billion in 2007 and
$3.2 billion in 2006.
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Geographic

FOR/AS OF THE YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
Revenues
United States @ $ 20,435 $ 23,153 $ 25,822
Europe ® 14,980 13,647 12,213
Japan/Asia © 7,166 6,511 5,939
Canada/Latin America/AFME (@ 5,715 5,107 4,397
Consolidated $ 48,296 $ 48,418 3$ 48,371
Long-lived assets (®)
United States @ $ 17,296 $ 19,145 $ 21,795
Europe ® 12,220 15,416 17,488
Japan/Asia © 1,080 1,177 1,205
Canada/Latin America/AFME (@) 412 494 494
Consolidated $ 31,008 $ 36,232 3$ 40,982

@ Includes operations in Puerto Rico.
(b

Includes France, Italy, Spain, Germany, the U.K., Ireland, Northern Europe and Central-South Europe.
© Includes Japan, Australia, Korea, China, Taiwan, Thailand, Singapore and India.
@ Includes Canada, South America, Central America, Mexico, Africa and the Middle East.

€) Long-lived assets include identifiable intangible assets (excluding goodwill) and property, plant and equipment.

Revenues by Therapeutic Area

YEAR ENDED DECEMBER 31,

(MILLIONS OF DOLLARS) 2008 2007 2006
Pharmaceutical
Cardiovascular and metabolic diseases $17,922 $18,853 $19,871
Central nervous system disorders 6,005 5,152 6,038
Arthritis and pain 3,096 2,914 2,711
Infectious and respiratory diseases 3,931 3,552 3,474
Urology 3,204 3,010 2,809
Oncology 2,551 2,640 2,191
Ophthalmology 1,777 1,643 1,461
Endocrine disorders 1,153 1,052 985
All other 2,284 3,819 4,169
Alliance revenues 2,251 1,789 1,374
Total Pharmaceutical 44,174 44 424 45,083
Animal Health 2,825 2,639 2,311
Other 1,297 1,355 977
Total revenues $48,296 $48,418 $48,371

21. Subsequent Event

On January 26, 2009, we announced that we have entered into a definitive merger agreement under which we will acquire Wyeth in a cash-and-stock transaction valued on
that date at $50.19 per share, or a total of $68 billion. The Boards of Directors of both Pfizer and Wyeth have approved the transaction. Under the terms of the merger
agreement, each outstanding share of Wyeth common stock will be converted into the right to receive $33 in cash and 0.985 of a share of Pfizer common stock, subject to

adjustment as set forth in the merger agreement. Based on the closing price of our stock on January 23, 2009, the last trading day prior to our announcement on January 26,
the stock component was valued at $17.19 per share. We expect the transaction will close at the end of the third quarter or during the fourth quarter of 2009, subject to Wyeth

shareholder approval, governmental and regulatory approvals, the satisfaction of the conditions related to the debt financing for the transaction, and other usual and

customary closing conditions.
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QUARTER

(MILLIONS OF DOLLARS, EXCEPT PER COMMON SHARE DATA) FIRST SECOND THIRD FOURTH
2008
Revenues $11,848 $ 12,129 $11,973 $ 12,346
Costs and expenses 7,715 8,614 8,872 10,093
Acquisition-related in-process research and development charges 398 156 13 66
Restructuring charges and acquisition-related costs 178 569 366 1,562
Income from continuing operations before (benefit)/provision for

taxes on income, and minority interests 3,657 2,790 2,722 625
(Benefit)/provision for taxes on income 763 25 463 394
Minority interests 6 6 6 5
Income from continuing operations 2,788 2,759 2,253 226
Discontinued operations:

Income/(loss) from discontinued operations—net of tax 4) 1) 1 2

Gains/(losses) on sales of discontinued operations—net of tax — 18 24 38

Discontinued operations—net of tax (4) 17 25 40
Net income $ 2,784 $ 2,776 $ 2,278 $ 266
Earnings per common share—basic:

Income from continuing operations $ 041 $ 041 $ 034 $ 0.03

Discontinued operations—net of tax — — — 0.01

Net income $ 041 $ 041 $ 034 $ 0.04
Earnings per common share—diluted:

Income from continuing operations $ 041 $ 041 $ 0.33 $ 0.03

Discontinued operations—net of tax — — 0.01 0.01

Net income $ 041 $ 041 $ 034 $ 0.04
Cash dividends paid per common share $ 0.32 $ 032 $ 0.32 $ 032
Stock prices

High $ 24.08 $ 2151 $ 19.97 $ 19.00

Low $ 20.50 $ 17.17 $ 17.17 $ 14.45

Basic and diluted EPS are computed independently for each of the periods presented. Accordingly, the sum of the quarterly EPS amounts may not agree to the total for the
year.

Revenues include a reduction of $217 million recorded in the third quarter of 2008 to adjust our prior years’ liabilities for product returns. (See Note 4C. Certain Charges:
Adjustment of Prior Years’ Liabilities for Product Returns .)

Costs and expenses includes a charge of $2.3 billion recorded in the fourth quarter of 2008 resulting from an agreement in principle with the U.S. Department of Justice to
resolve the previously reported investigation regarding allegations of past off-label promotional practices concerning Bextra, as well as certain other open investigations, and
charges of $900 million recorded in the third quarter of 2008 related to our agreements and agreements in principle to resolve certain litigation and claims involving our NSAID
pain medicines. (See Note 4A. Certain Charges: Bextra and Certain Other Investigations and Note 4B. Certain Charges: Certain Product Litigation—Celebrex and Bextra .)

Acquisition-related in-process research and development charges primarily includes amounts incurred in connection with our acquisitions of Serenex, Encysive, CovX, Coley
and a number of animal health product lines in Europe from Schering-Plough, as well as two smaller acquisitions also related to Animal Health (see Note 2. Acquisitions ).

Restructuring charges and acquisition-related costs includes restructuring charges primarily related to our cost-reduction initiatives (see Note 5. Cost-Reduction Initiatives ).

As of January 31, 2009, there were 226,383 holders of record of our common stock (symbol PFE).
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QUARTER

(MILLIONS OF DOLLARS, EXCEPT PER COMMON SHARE DATA) FIRST SECOND THIRD FOURTH
2007
Revenues $12,474 $ 11,084 $11,990 $ 12,870
Costs and expenses 7,326 8,414 10,899 9,684
Acquisition-related in-process research and development charges 283 — — —
Restructuring charges and acquisition-related costs 812 1,051 455 216
Income from continuing operations before (benefit)/provision for

taxes on income, and minority interests 4,053 1,619 636 2,970
(Benefit)/provision for taxes on income 689 272 (161) 223
Minority interests 3 2 1 36
Income from continuing operations 3,361 1,345 796 2,711
Discontinued operations:

Income/(loss) from discontinued operations—net of tax — — — 3)

Gains/(losses) on sales of discontinued operations—net of tax 31 (78) (35) 16

Discontinued operations—net of tax 31 (78) (35) 13
Net income $ 3,392 $ 1,267 $ 761 $ 2,724
Earnings per common share—basic:

Income from continuing operations $ 048 $ 019 $ 012 $ 040

Discontinued operations—net of tax — (0.01) (0.01) —

Net income $ 048 $ 018 $ 011 $ 0.40
Earnings per common share—diluted:

Income from continuing operations $ 048 $ 019 $ 0.12 $ 040

Discontinued operations—net of tax — (0.01) (0.01) —

Net income $ 048 $ 0.18 $ 011 $ 040
Cash dividends paid per common share $ 0.29 $ 029 $ 0.29 $ 029
Stock prices

High $ 2741 $ 27.73 $ 26.15 $ 25.71

Low $ 24.55 $ 25.23 $ 23.13 $ 2224

Basic and diluted EPS are computed independently for each of the periods presented. Accordingly, the sum of the quarterly EPS amounts may not agree to the total for the
year.

Costs and expenses includes a charge of $2.8 billion recorded in the third quarter of 2007 resulting from our decision to exit Exubera (See Note 4D. Certain Charges:
Exubera).

Acquisition-related in-process research and development charges primarily includes amounts incurred in connection with our acquisitions of BioRexis Pharmaceutical Corp.
and Embrex Inc. (see Note 2. Acquisitions ).

Restructuring charges and acquisition-related costs includes restructuring charges primarily related to our cost-reduction initiatives (see Note 5. Cost-Reduction Initiatives ).
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AS OF/FOR THE YEAR ENDED DECEMBER 31

(MILLIONS, EXCEPT PER COMMON SHARE DATA) 2008 2007 2006 2005 2004 2003
Revenues $ 48,296 $ 48,418 $ 48,371 $ 47,405 $ 48,988 $ 41,787
Research and development expenses @ 7,945 8,089 7,599 7,256 7,513 7,279
Other costs and expenses 27,349 28,234 25,586 26,341 25,850 25,652
Acquisition-related in-process research and development charges ®) 633 283 835 1,652 1,071 5,052
Restructuring charges and acquisition-related costs © 2,675 2,534 1,323 1,356 1,151 1,023
Income from continuing operations before provision for taxes on income, minority

interests and cumulative effect of a change in accounting principles 9,694 9,278 13,028 10,800 13,403 2,781
Provision for taxes on income (1,645) (1,023) (1,992) (3,178) (2,460) (1,614)
Income from continuing operations before cumulative effect of

a change in accounting principles 8,026 8,213 11,024 7,610 10,936 1,164
Discontinued operations—net of tax 78 (69) 8,313 498 425 2,776
Cumulative effect of a change in accounting principles—net

of tax (@ — — — (23) — (30)
Net income 8,104 8,144 19,337 8,085 11,361 3,910
Effective tax rate—continuing operations 17.0% 11.0% 15.3% 29.4% 18.4% 58.0%
Depreciation and amortization ® 5,090 5,200 5,293 5,576 5,093 4,025
Property, plant and equipment additions © 1,701 1,880 2,050 2,106 2,601 2,629
Cash dividends paid 8,541 7,975 6,919 5,555 5,082 4,353
Working capital @ 16,067 25,014 25,559 18,433 17,582 6,059
Property, plant and equipment, less accumulated

depreciation 13,287 15,734 16,632 16,233 17,593 17,573
Total assets ( 111,148 115,268 115,546 116,970 125,848 111,131
Long-term debt 7,963 7,314 5,546 6,347 7,279 5,755
Long-term capital @ 68,662 80,134 84,993 81,895 88,959 78,866
Shareholders’ equity 57,556 65,010 71,358 65,764 68,433 60,049

Earnings per common share—basic:
Income from continuing operations before cumulative
effect of a change in accounting principles 1.19 1.19 1.52 1.03 1.45 0.16
Discontinued operations—net of tax 0.01 (0.01) 1.15 0.07 0.06 0.38
Cumulative effect of a change in accounting principles—

net of tax @ — — — — _ —
Net income 1.20 1.18 2.67 1.10 1.51 0.54
Earnings per common share—diluted:
Income from continuing operations before cumulative
effect of a change in accounting principles 1.19 1.18 1.52 1.02 1.43 0.16
Discontinued operations—net of tax 0.01 (0.01) 1.14 0.07 0.06 0.38
Cumulative effect of a change in accounting principles—

net of tax (@ — _ _ — _ _

Net income 1.20 1.17 2.66 1.09 1.49 0.54
Market value per share (December 31) 17.71 22.73 25.90 23.32 26.89 35.33
Return on shareholders’ equity 13.22% 11.94% 28.20% 12.0% 17.7% 10.0%
Cash dividends paid per common share 1.28 1.16 0.96 0.76 0.68 0.60
Shareholders’ equity per common share 8.56 9.65 10.05 8.98 9.21 7.93
Current ratio 1.59:1 2.15:1 2.16:1 1.65:1 1.63:1 1.26:1
Weighted-average shares used to calculate:

Basic earnings per common share amounts 6,727 6,917 7,242 7,361 7,531 7,213

Diluted earnings per common share amounts 6,750 6,939 7,274 7,411 7,614 7,286

On April 16, 2003, Pfizer acquired Pharmacia Corporation in a transaction accounted for as a purchase. All financial information reflects the following as discontinued
operations: our Consumer Healthcare, in-vitro allergy and autoimmune diagnostic testing, certain European generics, surgical ophthalmic, confectionery, shaving and fish-care
products businesses and the femhrt, Loestrin and Estrostep women'’s health product lines, as applicable.
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(@Research and development expenses includes co-promotion charges and milestone payments for intellectual property rights of $377 million in 2008, $603 million in 2007:
$292 million in 2006; $156 million in 2005; $160 million in 2004; and $380 million in 2003.

(®)in 2008, 2007, 2006, 2005, 2004 and 2003, we recorded charges for the estimated portion of the purchase price of acquisitions allocated to in-process research and
development.

(C)Restructuring charges and acquisition-related costs primarily includes the following:

2008—Restructuring charges of $2.6 billion related to our cost-reduction initiatives.

2007—Restructuring charges of $2.5 billion related to our cost-reduction initiatives.

2006—Restructuring charges of $1.3 billion related to our cost-reduction initiatives.

2005—Integration costs of $532 million and restructuring charges of $372 million related to our acquisition of Pharmacia in 2003 and restructuring charges of $438 million
related to our cost-reduction initiatives.

2004—Integration costs of $454 million and restructuring charges of $680 million related to our acquisition of Pharmacia in 2003.

2003—Integration costs of $808 million and restructuring charges of $166 million related to our acquisition of Pharmacia in 2003.

@1n 2005, as a result of adopting FIN 47, Accounting for Conditional Asset Retirement Obligations, we recorded a non-cash pre-tax charge of $40 million ($23 million, net of
tax). In 2003, as a result of adopting SFAS No. 143, Accounting for Asset Retirement Obligations, we recorded a non-cash pre-tax charge of $47 million ($30 million, net of
tax).

®includes discontinued operations, (see Notes to Consolidated Financial Statements— Note 20. Segment, Geographic and Revenue Information. )

OFor 2005 through 2003, includes assets held for sale of our Consumer Healthcare business, and for 2004 through 2003, also includes in-vitro allergy and autoimmune
diagnostic testing, surgical ophthalmic, certain European generics, confectionery and shaving businesses and the femhrt, Loestrin and Estrostep women'’s health product
lines.

@Dpefined as long-term debt, deferred taxes, minority interests and shareholders’ equity.
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2003 2004 2005 2006 2007 2008
Pfizer 100.0 77.7 69.4 80.0 73.5 61.1
Old Peer Group 100.0 101.8 101.2 119.0 132.7 110.1
New Peer Group 100.0 100.6 100.6 118.6 120.5 101.3
S&P 500 100.0 110.9 110.9 134.7 142.1 89.5

Since 2005, Pfizer's pharmaceutical peer group has consisted of the following companies: Abbott Laboratories, Amgen, AstraZeneca, Bristol-Myers Squibb Company, Eli Lilly
and Company, GlaxoSmithKline, Johnson & Johnson, Merck and Co., Schering-Plough Corporation and Wyeth (New Peer Group). Prior to that, Pfizer's pharmaceutical peer
group was comprised of Abbot Laboratories, Baxter International, Bristol-Myers Squibb Company, Colgate-Palmolive Company, Eli Lilly and Company, Johnson & Johnson,
Merck and Co., Schering-Plough Corporation and Wyeth (Old Peer Group).

We believe that the companies included in the New Peer Group are more reflective of the Company’s core business, and therefore will provide a more meaningful comparison

of stock performance. We have included the New Peer Group in the graph to show what the comparison to those companies would have been if the New Peer Group had
been in place during the periods shown on the graph.
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EXHIBIT 21
SUBSIDIARIES OF THE COMPANY

The following is a list of subsidiaries of the Coamy as of December 31, 2008, omitting some subsdiavhich, considered in the aggregate,
would not constitute a significant subsidiary.

NAME Where Incorporated
412357 Ontario Inc Canade
A S Ruffel (Mozambique) Limitad Mozambique
A.S. Ruffel (Private) Limitec Zimbabwe
A/O Pfizer Russis
Agouron Pharmaceuticals, Ir California
Alginate Industries (Ireland) Lt Ireland
American Food Industries, In Delaware
Andean Services S./ Colombia
Angiosyn, Inc. Delaware
Argatroban Royalty Sub LL! Delaware
Balverda S.R.L Italy
BINESA 2002, S.L Spain
Biocor Animal Health Inc Delaware
Bioindustria Farmaceutici S.R. Italy
Bioren, Inc. Delaware
BioRexis Pharmaceutical Corporati Delaware
Biosearch Manufacturing S.r Italy
Blue Whale Re Ltd Vermont
C.P. Pharmaceuticals International C Netherland:
Capsugel (Thailand) Co. Lt Thailand
Capsugel Belgium BVB/ Belgium
Capsugel de Mexico, S. de R.L. de C Mexico
Capsugel Franc France
Capsugel Healthcare Limite India
Capsugel Japan Inc. (K} Japar
Capsugel Ploerm France
CARDEL France
Carlerb—Produtos Quimicos e Farmacéuticos, L Portugal
Catapult Genetics (Australia) Pty L Australia
Catapult Genetics (New Zealand) Limit New Zealanc
Catapult Genetics Pty L1 Australia
Catapult Global Limitec New Zealanc
Catapult Systems Limite United Kingdom
Ceuticlab Laboratorios de Produtos Farmaceuticda, Portugal
Charlie Papa Operations, LL New Jerse!
Coley Pharmaceutical Gmk Germany
Coley Pharmaceutical Group, Ir Delaware
Coley Pharmaceutical Group, L! Canade
Compania Farmaceutica Upjohn, S Guatemalz
Consumer Health Products (Minority Interests) Cony United Kingdom
Continental Farmaceutica, S Spain
Continental Pharma, In Delaware/Belgiun
CovX Research LL( Delaware
Covx Technologies Ireland Limite Ireland
Davis Medica, Sociedad Limitada, Sociedad Unipeab Spain
Distribuidora Mercantil Centro Americana, S Delaware



Duchem Laboratories Limite

Embrex Bic-Tech Trade (Shanghai) Co., L

Embrex De Mexico S. de R.L. de C.
Embrex Europe Limite:
Embrex Poultry Health, LL(
Embrex, Inc.

Encysive (Switzerland) Gmb
Encysive (UK) Limitec
Encysive Canada In

Encysive Gmbt

Encysive ltaly S.r.|

Encysive Pharmaceuticals Ir
Encysive, L.P

EF-ET, LLC

Esperion LUV Development, In

Farminova Produtos Farmaceuticos de Inovacao,

Farmitalia Carlo Erba Limite
Farmogene Productos Farmaceuticos
G. D. Searle & Co. Limite

G. D. Searle (Thailand) Limite

G. D. Searle International Capital LL
G. D. Searle LLC

G. D. Searle South Africa (Pty) Lt
Godecke Gmbt

Godecke OTC Beteiligungs Gmt
Greenstone LL(

Idun Pharmaceuticals, In
ImmunoPharmaceutics, In
International Affiliated Corporation LL(
Invicta Farma, S.A

J B Tillott Limited

Jouveinal Holland B.V

Kenfarma, S.A

Kiinteistd oy Espoon Pellavaniementie
Kiinteistd Oy Helsingin Tietokuji
Kommanditbolaget Hus Grc¢

Korea Pharma Holding Company Limit
Laboratoires Pfizer S,

Laboratorios Parke Davis, S.
Laboratorios Pfizer Ltde

Laboratérios Pfizer, Ld:

Lothian Developments V SPk

MED Urological, Inc.

Meridica Limited

Monterey Kelp Corporatio

MTG Divestitures Handels Gmb

MTG Divestitures Limitec

MTG Divestitures LLC

Nefox Farma, S.A

Nostrum Farma, S.£

O.C.T. (Thailand) Ltd

Orsim

Paris Montrouge Il (Nederland) B.
Paris Montrouge Il SARI

Parke Davis & Co. Limite

Parke Davis International Limite

India

Peopl¢s Republic of Chini
Mexico

United Kingdom
North Caroling
North Caroling
Switzerlanc
United Kingdom
Canade
Germany

Italy

Delaware
Delaware
Delaware
Delaware
Portugal

United Kingdom
Portugal

United Kingdom
Thailand
Delaware
Delaware

South Africa
Germany
Germany
Delaware
Delaware
California
Delaware

Spain

United Kingdom
Netherlands
Spain

Finland

Finland

Sweder

Hong Kong
Morocco

Spain

Brazil

Portugal
Belgium
Minnesots
United Kingdom
California
Austria

United Kingdom
Delaware

Spain

Spain

Thailand
France
Netherlands
France

Isle of Jerse
Bahamas



Parke Davis Productos Farmaceuticos
Parke Davis Pty Limite

Parke, Davis & Company Limite
Parke, Davis & Company LL!
Parke-Davis GmbH

Parke-Davis Manufacturing Corg

P-D Co., Inc.

Pfidev3 (S.A.S.

Pfidev4 (S.A.S.

Pfizer (China) Research and Development Co.

Pfizer (Malaysia) Sdn Bh
Pfizer (Perth) Pty Limite:
Pfizer (S.A.S.

Pfizer (Thailand) Limitec
Pfizer A.G.

Pfizer AB

Pfizer Africa & Middle East for Pharmaceuticals, idral Health & Chemicals S.A.E

Pfizer Afrique de I'Ouest

Pfizer Animal Health B.V

Pfizer Animal Health Korea Ltc

Pfizer Animal Health MA EEIC

Pfizer Animal Health S/

Pfizer ApS

Pfizer AS

Pfizer Asia Contract Operations Pte. L
Pfizer Asia Holdings B.V

Pfizer Asia Manufacturing PTE. LT
Pfizer Asia Pacific Pte Ltc

Pfizer Australia Holdings Pty Limite
Pfizer Australia Pty Limite«

Pfizer Australia Superannuation Pty |
Pfizer B.V.

Pfizer Berlin GmbF

Pfizer Beteiligung-G.m.b.H.

Pfizer Biologics Ireland Holdings Limite
Pfizer Biotechnology Irelan

Pfizer Bolivia S.A.

Pfizer Canada Inc

Pfizer Caribe Limitec

Pfizer CentreSource Asia Pacific Pte. L
Pfizer Chile S.A

Pfizer Cia. Ltda

Pfizer Consumer Inc

Pfizer Continental Holdings SAR
Pfizer Continental Services LL

Pfizer Convention Ill LLC

Pfizer Convention IV LLC

Pfizer C-Promations Limitec

Pfizer Cork Limitec

Pfizer Corporatiot

Pfizer Corporation Austria Gesellschaft m.b
Pfizer Corporation Hong Kong Limite
Pfizer Croatia d.o.c

Pfizer Deutschland Gmb

Portugal
Australia
Pakistar
Michigan
Germany
Delaware
Delaware
France
France

Peopl¢’s Republic of Chin:

Malaysia
Australia
France
Thailand
Switzerlanc
Sweder
Egypt
Senega
Netherlands
South Kores

United Kingdom

Belgium
Denmark
Norway
Singapore
Netherland:
Singapore
Singapore
Australia
Australia
Australia
Netherland:
Germany
Germany
Ireland
Ireland
Bolivia
Canade
Guernse)
Singapore
Chile
Ecuadot
Japar
Luxembourg
Delaware
Delaware
Delaware
Isle of Jerse
Ireland
Paname
Austria
Hong Kong
Croatia
Germany



Pfizer Distribution Compan

Pfizer Distribution Service

Pfizer Domestic Ventures Limite
Pfizer Dominicana, S.A

Pfizer Egypt S.A.E

Pfizer Enterprises Inq

Pfizer Enterprises SAR

Pfizer ESP Pty Lt

Pfizer Europe Holdings SAR

Pfizer Europe MA EEIC

Pfizer Europe Services LL

Pfizer European Service Center BV
Pfizer Export AB

Pfizer Export Compan

Pfizer Finance GmbH & Co. Ki
Pfizer Finance Internation

Pfizer Finance Share Service (Dalian) Co., |
Pfizer Finance Verwaltungs Gmt
Pfizer Financial Services NV/S
Pfizer Global Holdings B.V

Pfizer Global Investments SAR
Pfizer Global Suppl

Pfizer Global Trading

Pfizer GmbH

Pfizer Group Limitec

Pfizer H.C.P. Corporatio

Pfizer Health AB

Pfizer Health Solutions In

Pfizer Healthcare Consultant (Shanghai) Co.,
Pfizer Healthcare Irelar

Pfizer Hellas, A.E

Pfizer HK Service Company Limite
Pfizer Holding France (S.C.A

Pfizer Holding Italy S.p.A

Pfizer Holding und Verwaltungs G.m.b.
Pfizer Holding Venture

Pfizer Holdings Bermuda Lt

Pfizer Holdings Europ

Pfizer Holdings International Luxembourg (PHIL) 5

Pfizer Holdings Luxembourg SAR

Pfizer Holdings Mexico, S. de R.L. de C.
Pfizer Holdings Netherlands B.

Pfizer Holdings Turkey Limite:

Pfizer Hungary Asset Management LI
Pfizer Ilaclari Limited Sirket

Pfizer International Bank Euroyj

Pfizer International Corporatic

Pfizer International Holding

Pfizer International LLC

Pfizer International Luxembourg S
Pfizer International Operations (S. A.
Pfizer International Trading (Shanghai) Limit
Pfizer Investment Capiti

Pfizer Investment Co. Ltc

Pfizer Ireland Investments Limite

Ireland

Belgium

Isle of Jerse
Dominican Republit
Egypt

Delaware
Luxembourg
Australia
Luxembourg
United Kingdom
Delaware
Belgium
Sweder

Ireland
Germany
Ireland

Peopl¢’s Republic of Chini
Germany
Belgium
Netherland:
Luxembourg
Ireland

Ireland
Germany
United Kingdom
New York
Sweder
Delaware
Peopl¢’s Republic of Chin:
Ireland

Greece

Hong Kong
France

Italy

Germany
Ireland
Bermuda
Ireland
Luxembourg
Luxembourg
Mexico
Netherland:

Isle of Jerse
Hungary
Turkey

Ireland

Paname

Ireland

New York
Luxembourg
France

Peopl¢s Republic of Chini
Ireland

Peopl¢’s Republic of Chin:
Ireland



Pfizer Ireland Pharmaceutic:
Pfizer Ireland Pharmaceutic:
Pfizer Ireland Venture

Pfizer Italia S.r.l.

Pfizer Japan Inc

Pfizer Jersey Capital Limite
Pfizer Jersey Company Limite
Pfizer Jersey Finance Limite
Pfizer Laboratories (Pty) Limite
Pfizer Laboratories Limite
Pfizer Laboratories Limite
Pfizer Limitada

Pfizer Limited

Pfizer Limited

Pfizer Limited

Pfizer Limited

Pfizer Limited

Pfizer LLC

Pfizer Luxco Holdings Sa
Pfizer Luxembourg SARI

Pfizer Manufacturing Belgium N

Pfizer Manufacturing Deutschland Gml

Pfizer Manufacturing Frankfurt Gmb

Pfizer Manufacturing Frankfurt Verwaltungs Gml

Pfizer Manufacturing LLC
Pfizer Manufacturing Service

Pfizer Medical Technology Group (Belgium) N.
Pfizer Middle East for Pharmaceuticals, Animal Hleand Chemicals S.A.l
Pfizer Namibia (Proprietary) Limite

Pfizer New Zealand Limite
Pfizer OTC B.V.

Pfizer OTC Beteiligungs Gmb
Pfizer Overseas LL(

Pfizer Oy

Pfizer Pension Trustees (Ireland) Limit

Pfizer Pension Trustees Li
Pfizer PGM (S.A.S.

Pfizer PGRD (S.A.S.
Pfizer Pharm Algeri
Pfizer Pharma Gmbl
Pfizer Pharma Trade LL

Pfizer Pharmaceutical (Wuxi) Co., Li
Pfizer Pharmaceutical India Pvt. Li
Pfizer Pharmaceutical Trading Limited Liability Cpemy (a/k/a Pfizer Kft. or Pfizer LLC

Pfizer Pharmaceuticals B."
Pfizer Pharmaceuticals Israel L

Pfizer Pharmaceuticals Jersey Limi
Pfizer Pharmaceuticals Korea Limit

Pfizer Pharmaceuticals Limite
Pfizer Pharmaceuticals LL
Pfizer Pharmaceuticals Lt

Pfizer Pharmaceuticals Tunisie S

Pfizer PHF

Ireland
Ireland
Ireland

Italy

Japar

Isle of Jerse
Isle of Jerse
Isle of Jerse
South Africa
Kenya
Pakistar
Angola
Taiwan
Tanzanie
Thailand
Uganda
United Kingdom
Russia
Luxembourg
Luxembourg
Belgium
Germany
Germany
Germany
Delaware
Ireland
Belgium
Egypt
Namibia
New Zealanc
Netherlands
Germany
Delaware
Finland
Ireland
United Kingdom
France
France
Algeria
Germany
Egypt
Peopl¢’s Republic of Chin:
India
Hungary
Netherland:
Israel

Isle of Jerse
South Kore¢
Cayman Islant
Delaware
Peopl¢’s Republic of Chin:
Tunisia
Ireland



Pfizer Pigments Inc

Pfizer Polska Sp. z.0.

Pfizer Precision Holdings SAR

Pfizer Pre—Sociedade de Previdencia Privi
Pfizer Private Limitec

Pfizer Private Ltd

Pfizer Production LLC

Pfizer Products Inc

Pfizer Products India Private Limite
Pfizer Romania SR

Pfizer S.A.

Pfizer S.A.

Pfizer S.G.P.S. Ld:

Pfizer S.R.L.

Pfizer SA (Belgium

Pfizer Saidal Manufacturin

Pfizer Science and Technology Ireland Limi
Pfizer Service Company BVB.

Pfizer Service Company lIrelal

Pfizer Services 1 (S.N.C

Pfizer Services LL(C

Pfizer Shared Servict

Pfizer Shareholdings Intermediate SA
Pfizer Singapore Trading Pte. L

Pfizer Specialities Ghar

Pfizer Specialties Limite

Pfizer Sterling Investments Limite

Pfizer Strategic Investment Company Limil
Pfizer Suzhou Animal Health Products Co., |
Pfizer Suzhou Pharmaceutical Co., L
Pfizer Technologies Limite

Pfizer Trading Polska sp.z.o

Pfizer Tunisie S/

Pfizer UK Group Limitec

Pfizer Vaccines LLC

Pfizer Venezuela, S./

Pfizer Ventures Limite:

Pfizer Warner Lambert Luxembourg SAF
Pfizer Zona Franca, S.;

Pfizer, Inc.

Pfizer, S.A.

Pfizer, S.A.

Pfizer, S.A. de C.V

Pfizer, spol. sr.c

Pharmacia & Upjohn Cambridge Limit
Pharmacia & Upjohn Company LL
Pharmacia & Upjohn Company, Ir
Pharmacia & Upjohn LL(C

Pharmacia & Upjohn Management Company Lim
Pharmacia & Upjohn S.p./

Pharmacia & Upjohn Trading Corporati
Pharmacia & Upjohn, S.A. de C.
Pharmacia (South Africa) (Pty) L
Pharmacia Africa Ltd

Pharmacia Animal Health Limite
Pharmacia Asia Limite

Delaware
Poland
Luxembourg
Brazil

Malaysia
Singapore
Delaware
Connecticui
India

Romanis
Colombia

Peru

Portugal
Argentina
Belgium
Algeria

Ireland

Belgium

Ireland

France
Delaware
Ireland
Luxembourg
Singapore
Ghana

Nigeria

Isle of Jerse
Isle of Jerse
Peopl¢’s Republic of Chin:
Peopl¢s Republic of Chini
United Kingdom
Poland

Tunisia

United Kingdom
Delaware
Venezuele

Isle of Jerse
Luxembourg
Costa Rice
Philippines
Costa Rice
Spain

Mexico

Czech Republi
United Kingdom
Delaware
Delaware
Delaware
United Kingdom
Italy

Michigan
Mexico

South Africa
United Kingdom
United Kingdom
Hong Kong



Pharmacia Australia Pty L
Pharmacia B.V

Pharmacia Brasil Ltd:
Pharmacia Corporatic
Pharmacia de Centroamerica S
Pharmacia de Mexico, S.A. de C.
Pharmacia Gmbt

Pharmacia Grupo Pfizer, S.
Pharmacia Hepar In
Pharmacia Holding Al
Pharmacia llac Sanayi ve Ticaret Limited Sirl
Pharmacia IntcAmerican LLC
Pharmacia International B.
Pharmacia International In
Pharmacia Ireland Limite
Pharmacia Korea Ltc
Pharmacia Laboratories Limite
Pharmacia Limite(

Pharmacia Limited Compar
Pharmacia Little Island Limite
Pharmacia Malaysia Sdn BI
Pharmacia Polska Sp.z.o
Pharmacia S.A

Pharmacia Searle Limite
Pharmacia UK Limite(
PowderJect Research Limit
PowderJect Vaccines, Ir
PowderMed Limitec
PowderMed, Inc

ProRe SA

Prosec (Ireland) Limite

Prosec Forsakrings AB (Prosec Insurance Co.
PT. Capsugel Indones

PT. Pfidex Pharm

PT. Pfizer Indonesi

Quigley Company, Inc

Renrall LLC

Rinat Neuroscience Cor
Rivepar

Roerig Produtos Farmaceuticos, L
Roerig S.A.

Roerig, Inc.

Roerig, S.A.

Searle & Co

Searle Belgium BVB/

Searle Holdings B.

Searle Laboratorios, Ld

Searle LLC

Searle Ltd

Sefarma S.r.|

Serenex, Inc

Shiley Internationa

Shiley LLC

Sinergis Farm-Produtos Farmaceuticos, Lc
Site Realty, Inc

Australia
Netherlands
Brazil

Delaware
Panam:

Mexico
Germany

Spain

Delaware
Sweder

Turkey
Michigan
Netherlands
South Dakotz
Ireland

South Kores
United Kingdom
United Kingdom
Michigan
Ireland
Malaysia
Poland

Peru

United Kingdom
United Kingdom
United Kingdom
Delaware
United Kingdom
Delaware
Luxembourg
Ireland

Sweder
Indonesic
Indonesie
Indonesic

New York
Wyoming
Delaware
France

Portugal

Chile
Philippines
Venezuele
Delaware
Belgium
Netherlands
Portugal
Nevada
Bermuda

Italy

Delaware
California
California
Portugal
Delaware



SmithKline Beecham Animal Health (SWA) (Pty) L
Solinor LLC

Substantia (S.A.S

Sugen, Inc

Suzhou Capsugel Lt

Tabor Corporatiol

The Pfizer Incubator LL(

The Upjohn Holding Company M LL!

The Upjohn Manufacturing Company LL
Thorney Compan

Upjohn International Holding Compal
Upjohn Laboratorios Ldz

Upjohn Pharmaceuticals Limite

Viagra Ltd

Vicuron Pharmaceuticals In

Vicuron Pharmaceuticals Italy S.i

Vinci Farma, S.A

Warner Lambert (UK) Limite

Warner Lambert Company (M) Sdn B
Warner Lambert Consumer Healthcare Pty Lim
Warner Lambert del Uruguay S.

Warner Lambert llac Sanayi ve Ticaret Limited Strl
Warner Lambert Poland Sp.z.o

Warner Lambert Pty Limite

Warner Lambert Zimbabwe (Private) Limit
Warne-Lambert (East Africa) Limite:
Warne-Lambert (Nigeria) Limitec
Warne-Lambert (Tanzania), Limite
Warne-Lambert (Thailand) Limite
Warne-Lambert Company A(
Warne-Lambert Company LL(
Warne-Lambert de El Salvador, S.A. de C.
Warne-Lambert de Honduras, Sociedad Anoni
Warne-Lambert de Puerto Rico, In
Warne-Lambert Gmbt

Warne-Lambert Guatemala, Sociedad Anoni
Warne-Lambert Irelanc

Warne-Lambert Kenya Limitec
Warne-Lambert Pottery Road Limite
Warne-Lambert SA (Pty) Limitec
Warne-Lambert, S.A

Wilcox Sweets (Pty) Limite:

W-L (Europe)

W-L (Portugal)

W-L (Spain)

WL de Guatemala, Sociedad Anonii

W-L LLC

Yusafarm D.O.O

Namibia
Delaware
France
Delaware
Peopl¢s Republic of Chini
Delaware
Delaware
Delaware
Delaware
Ireland
Delaware
Portugal
Delaware
United Kingdom
Delaware

Italy

Spain

United Kingdom
Malaysia
Australia
Uruguay
Turkey

Poland
Australia
Zimbabwe
Kenya

Nigeria
Tanzanie
Thailand
Switzerlanc
Delaware

El Salvadol
Honduras
Puerto Ricc
Germany
Guatemal:
Ireland

Kenya

Ireland

South Africa
Delaware

South Africa
United Kingdom
United Kingdom
United Kingdom
Guatemal:
Delaware
Serbia



Exhibit 23

Consent of Independent Registered Public AccountinEirm

To the Shareholders and the Board of DirectorsfiaePInc.:

We consent to the incorporation by reference ofreports dated February 27, 2009, with respedi¢acbnsolidated balance sheets of Pfizer
Inc. and Subsidiary Companies as of December 318 28d 2007, and the related consolidated statsnoéimicome, shareholders’ equity and
cash flows for each of the years in the three-peaiod ended December 31, 2008, and all relateshfiial statement schedules, and the
effectiveness of internal control over financigboeting as of December 31, 2008, which reports apjgethe December 31, 2008 annual report
on Form 10-K of Pfizer Inc. and Subsidiary Compariethe following Registration Statements:

- Form S-8 dated October 27, 1983 (File No. 2-87473

- Form S-8 dated March 22, 1990 (File No. 33-34139)

- Form S-8 dated January 24, 1991 (File No. 33-8870

- Form S-8 dated November 18, 1991 (File No. 335830
- Form S-8 dated May 27, 1993 (File No. 33-49631),

- Form S-8 dated May 19, 1994 (File No. 33-53713),

- Form S-8 dated October 5, 1994 (File No. 33-55,771

- Form S-8 dated December 20, 1994 (File No. 337959
- Form S-8 dated March 29, 1996 (File No. 33-02061)

- Form S-8 dated September 25, 1997 (File No. 3883),
- Form S-8 dated April 24, 1998 (File No. 333-50899

- Form S-8 dated April 22, 1999 (File No. 333-76839

- Form S-8 dated June 19, 2000 (File No. 333-90975)

- Form S-8 dated June 19, 2000 (File No. 333-39606)

- Form S-8 dated April 27, 2001 (File No. 333-59560

- Form S-8 dated April 27, 2001 (File No. 333-59554

- Form S-8 dated April 16, 2003 (File No. 333-10458

- Form S-8 dated April 16, 2003 (File No. 333-10258

- Form S-8 dated November 18, 2003 (File No. 3335T1),
- Form S-8 dated December 18, 2003 (File No. 333333),
- Form S-8 dated April 26, 2004 (File No. 333-11285

- Form S-8 dated March 1, 2007 (File No. 333-140987
- Form S-3 dated March 1, 2007 (File No. 333-14038%i
- Form S-3 dated March 30, 2007 (file No. 333-14%)72

KPMG LLP

New York, New York
February 27, 2009



Exhibit 31.1

Certification by the Chief Executive Officer Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

[, Jeffrey B. Kindler, certify that:
1. | have reviewed this report on Form 10-K of Bfiinc.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtg,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifge 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 duritg tperiod in which this report is being prepared;

(b) Designed such internal control over financédarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period cougyelis report based on such
evaluation; and

(d) Disclosed in this report any change in thesggnt's internal control over financial reportitigat occurred during the registrant
most recent fiscal quarter that has materiallycée, or is reasonably likely to materially affette registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reporting.

Date: February 27, 2009

/sl JErFFReYB. K INDLER
Jeffrey B. Kindler

Chairman of the Board

and Chief Executive Officer



Exhibit 31.2

Certification by the Chief Financial Officer Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Frank A. D’Amelio, certify that:
1. | have reviewed this report on Form 10-K of Bfiinc.;

2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or amnéitate 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 report;

3. Based on my knowledge, the financial statememtg,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifge 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 duritg tperiod in which this report is being prepared;

(b) Designed such internal control over financédarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegettierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period cougyelis report based on such
evaluation; and

(d) Disclosed in this report any change in thesggnt's internal control over financial reportititat occurred during the registrant
most recent fiscal quarter that has materiallycée, or is reasonably likely to materially affette registrant’s internal control over
financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reporting.

Date: February 27, 2009

/sl FRANK A. D'A MELIO
Frank A. D’Amelio

Senior Vice President and

Chief Financial Officer



Exhibit 32.1

Certification by the Chief Executive Officer Pursuant to 18 U. S. C. Section 1350, as Adopted
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

Pursuant to 18 U. S. C. Section 1350, |, JeffreliKiBdler, hereby certify that, to the best of myokiedge, the Annual Report on Form
10-K of Pfizer Inc. for the fiscal year ended Detem31, 2008 (the “Report”) fully complies with thequirements of Section 13(a) or
Section 15(d) of the Securities Exchange Act of4,2td that the information contained in the Refairly presents, in all material respects,
the financial condition and results of operatioh®fizer Inc.

/'s/  JEFFREYB. K INDLER
Jeffrey B. Kindler
Chairman of the Board and Chief Executive Officer

February 27, 2009

This certification accompanies this Report on FAGrK pursuant to Section 906 of the Sarbanes-Okleyof 2002 and shall not, except
to the extent required by such Act, be deemed bikethe Company for purposes of Section 18 of theuBties Exchange Act of 1934, as
amended (the “Exchange Act”). Such certificatiofi mdot be deemed to be incorporated by referentedny filing under the Securities Act of
1933, as amended, or the Exchange Act, excepetextent that the Company specifically incorpor@tey reference.



Exhibit 32.2

Certification by the Chief Financial Officer Pursuant to 18 U. S. C. Section 1350, as Adopted
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

Pursuant to 18 U. S. C. Section 1350, |, Frank Andelio, hereby certify that, to the best of my kviedge, the Annual Report on Form
10-K of Pfizer Inc. for the fiscal year ended Detem31, 2008 (the “Report”) fully complies with thequirements of Section 13(a) or
Section 15(d) of the Securities Exchange Act of4,2td that the information contained in the Refairly presents, in all material respects,
the financial condition and results of operatioh®fizer Inc.

/'s/  FRANK A. D'A MELIO
Frank A. D’ Amelio
Senior Vice President and Chief Financial Office!

February 27, 2009

This certification accompanies this Report on FAGrK pursuant to Section 906 of the Sarbanes-Okleyof 2002 and shall not, except
to the extent required by such Act, be deemed bikethe Company for purposes of Section 18 of theuBties Exchange Act of 1934, as
amended (the “Exchange Act”). Such certificatiofi mdot be deemed to be incorporated by referentedny filing under the Securities Act of
1933, as amended, or the Exchange Act, excepetextent that the Company specifically incorpor#tey reference



