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Forward Looking Statements

Certain statements made by Principal Financial Group, Inc. and its subsidiaries ('the company™)
which are not historical facts may be considered forward-looking statements, including, without
lirnitation, staterments as to sales targets, sales and earnings trends, and management's beliefs,
expectations, goals and opinions. These statements are based on a number of assumptions
concerning future conditions that ultimately may prove to be inaccurate. Future ewvents and their
effects onthe company may not be those anticipated, and actual results may difer materially
frorn the results articipated in these fonward-looking statements.

The risks, uncertainties and factors that could cause or contribute to such material differences
are discussed in the company's reports filed with the Securities and Exchange Commission,
including its Annual Feport on Form 10-K for the year ended December 31, 2005 and its
Ciuarterly Report on Form 10-0 for the guarter ended March 31, 20068, These risks and
uncertainties include without limitation: wolatility of financial markets, investment portfolio risks,
competitive factors, decrease in ratings, interest rate changes, inability to sttract and retain sales
representatives; inadequate reserving on future obligations, funding on closed hlock assets,
changes in laws, regulations or accounting standards; litigation and regulatory investigations,
and foreign currency exchange rate fluctuations.

Frincipal Life Insurance Company ("PLICY, as stabutory issuer and depositor, and Principal
Financial Group, Inc. ("PFG") hawve filed a registration staternent (including a prospectus) with the
Securties and Exchange Comrmission ("3EC") for the offering to which this communication
relates. Before you invest, you should read the prospectus in that registration staterment and
other documents PLIC and PFG have filed with the SEC for more complete information about
PLIC, PFG, and this offering. You may get these documents for free by visiting EDGAR on the
SEC website at www sec.gov,  Alternatively, PLIC, PFG, any undemwriter or any dealer
participating in the offering will arrange to send wou the prospectus if you request by calling toll-

free 1-800-906-3343.
Group




Use of Non-GAAP Financial Measures

A non-GAAR financial measure is a numerical measure of our performance, financial position, or
cash flows that includes adjustrments from a comparable financial measure presented in
accordance with U5 GALAP.

WWE LSE 3 number of norGAAR financial measures that management beliewves are useful to
investors because they illustrate the performance of our normal, ongoing operations which is
impartant in understanding and evaluating our financial condifion and results of operations,
While such measures are also consistent with measures utilized by investors to evaluate
performance, they are not a substitute for LS5, GAAP financial measures. Therefore, we hawve
provided reconciliations of the non-GAAP financial measures to the most directly comparable
L5, GAAR financial measure as a handout accompanying this presentation. We adjust U5,
SAAP financial measures for items not directly related to ongoing operations. Howeswer, it s
possible that these adjusting iterms could recur in the future. Management also uses nornFGAAP
financial measures for goal setting, to determine employes and senior management awards and
compensation, and o evaluate performance on a hasis comparable to that used by securities
anakysts.

We also use avariety of other measures that we do not consider to be non-GAAR financial
measures. These are operational measures and do not have LS. GAAP counterparts. Assets
under managerment is an example of an operational measure.

GICs, funding agreements and other products issued by Principal Life Insurance Company are
ohligations of Principal Life and are not obligations of Principal Financial Group, Inc., unless

expresshy guaranteed by Principal Financial Group, Inc.
Group
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Welcome

« Thank you for our leading position in GIC and MTN
markets

+ We are excited about the development of our
business; hope to

— Communicate some of that excitement
— Demonstrate our reliability and good credit

«  Will briefly touch on our asset management
capabilities




Simplified Organizational Structure

Principal Financial Group

Principal Financial Group, 1nc.

Principal Financial Services, Inc.

Frincipal Life Frincipal Intemational Other
Insurance Company Entities Subsidiares
I
I |
Other Frincipal
Subsidianes Slobal

Inwestars, LLC

Group




Principal Financial Group

Financial Reporting Structure

Frincipal
Financial Group, Inc.
I I L 1
5. Asset International Life and
M anage ment Asset M anagement Health
and Accumulation and Accumulation Insurance
Frincipal { Principal Individual Life
Global International H Insurance
Investors
Asget Accumulation \:Traditinnal
Universal and
Yariahle Universal
L Pension Health
H Insurance
Full Service
v estment Only
Administration Only \:Grnup M edical
Findividual Annuities Fee for Service
FMutual Funds :
L intern et Bank Specialty Benefits

H Insurance

Group Dental and YWision
Group Life

Group Disahility
Individual Disability

Financial
Group
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Company Qverview:
Leading Fortune 500 Financial Services Company
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Leading Fortune 500 Financial Services Company

Proven Growth Strategy

Small to medium business (SMB) market
leadership & expertise

Retirement-centric focus within complete employee
benefit solutions package

Multi-channel distribution

Principal
Financial
Groug
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Leading Fortune 500 Financial Services Company

SMB-focused

LARGE OUTSTANDING
& EXPANSIVE GROWTH
MARKET POTENTIAL

STRONG
EARNINGS
DIVERSIFICATION

Principal
Financial
Groug




Leading Fortune 500 Financial Services Company

SMB-focused

SMB Market Penetration for The Principal®

18 - 250-499 200999
16 - 100-243 EBES

EES
141 50-99  ees
12 1 EES
10 - 20-49
g - 10-19 EES
1 5o EES

Employer Size by Employee Number

1000+

% of Employers Served

(=T 5 B s ]

Relationships with over 100,000 employers

Principal,
*February 2006 forecasts from Econamy.corm are used for the number of firms in the LS. A firm is a business i i
organization or entity consisting of one domestic establishrment {ocation) ormore under cammaon twnership ar m"”"”"'

14 contral. A1l establishrments of subsidiary fitrns are included a5 part ofthe owning o contralling firn.




Leading Fortune 500 Financial Services Company

Retirement-centric
Life &
Health COrp

6% /_ 20

1AMA

B TN\

$205.3 billion Assets Under
Management (AUM)
15 as of 3/31/06

Group
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Leading Fortune 500 Financial Services Company

A multichannel approach

At The Workplace

Over the Phone

Via the Internet

=Work Secure
= Retire Secure

= Principal Connection
= Contact centers

=

— _" L
EE | -.'E”_@: ﬂ

[

= Principal.com

Through Producers

= Career
= Independent
= Alliances

= Marketing

Through Print

dﬁcatiun materials

communication’e
= Direct marketing
= Plan Alread, Get Afead Magazine

Principal
Financial
Groug




Leading Fortune 500 Financial Services Company

Full Service Accumulation

Alliance Results

2004

2005

Change

Sales $1.807 B

17

$2.329 B

+28.8%

Principal
Financial
Groug




Leading Fortune 500 Financial Services Company
Distribution

Advisors recognize The Principal® as a market leader*

Long-Term Player Shelf Space Best Overall Package

#1 = American Funds | #1 = Mass Mutual
#2 = ING #2 = Hancock #2 = Hancock
#3 = Fidelity
# = Ametrican Funds #1 = Nationwide #1 = Ametrican Funds
#5 = MassMutual # = ING # = ING

*Source: Brightwark Partners 2005 Advisor Study.
Universe of approximately 60 providers.,

18
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Recent Financial Results

Principal.




Satisfied customers drove strong
Principal Financial Group, Inc.
performance(!) in 2005...

+13% 9%
Operating Net
Earnings Income
$862m *1505RS N $901m
ROE®
22% 13.8% +17%
EPS® AUM

Five key measures each reach all time high!
(11Comparisons as of ywear end 2005 to 2004, or twebre months ended 1203105 to 1275104 () Diluted Eamings Financial
Fer Share fvailable to Comenon Stockholders (3) Betwrn on average equity svailable to corarmon stockhalders, Groug

20 excluding other comprehensive mecorme (OCT)
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...strong performance* for key
businesses and operating
segments ...

. earnings for all three
operating segments

. assets under
management for USAMA and
IAMA,

. account values for
USAMA

. sales of key retirement
& investment products

. institutional investment
mandates

of individual life
insurance in force

of premiums and fees
for Specialty Benefits

in wellness lives

in group medical
covered members in target
states

of assets under
management for Principal
International

*Comparizon as of year-end 2005 to 2004, or twelve months ended 12X31/05 to twelve months i W

ended 12/31/04.
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Operating Earnings

Promises Made, Promises Kept

Principal Financial Group, Inc.®

($M) 2] 3577 3579 %668 3765
Met Income ($M) (3] $359 $142 $746 $826
Avg. # Shares (M) 2] 362 351 327 315
EPS [21(3) $1.55 $165 $2.04 $2.43
AUM ($B) ¥ $98.1 $108.9 $142.0 $167.0
ROE 13 BAO% 9.1% 10.9% 12.3%
Dividends per share NA $0.25 $0.45 $0.55

{13 Excludes BT Financial Group & Principal Residential Mortgage (20 Compound Annual Growth
Rate (3) Twelve months ended 12521 (4) As of 12531 (8) Diluted Eamings Per Share Availahle to

Common Stockholders

‘05 m

$862

$901

280

$2.87

$195.2

13.8%

$0.65

11%

26%

5h

17 %

19%

+490 bps

38%

Principal.

Financial
Group
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Promises Made, Promises Kept:

Retirement Services®

Account Values ($B)®  $429  $429 $56.9 $68.9
Deposits ($B) ¥ 85 11.2 12.6 133
Organic Sales {$B) ¥ 3.3 46 5.6 52
Net Cash Flow 19 29 49 38
E:t':g;;#fj“ 49%  51%  54%  54%
S&P 500 Index incl. 299, 20, 11%

Dividends ¥

{1y Pension full service accumualation (27 Compound Annual Growth Rate
(3 As of 12031 (4 Twelve months ended 12531

05 CAGR @

$77.3 16%
154 16%
6.1 17%
3.3 18%
52% MNA
5% 4%
Principal.
Financial
Group
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Future Growth Opportunities

Retirement services leadership
Total retirement solutions
Worksite marketing (Baby Boomers)

Global opportunities

Group




Future Growth Opportunities:
Retirement services leadership

Principal Financial

Products Ranking Group Scope
Corporate DC plans #10of 13 31,099 plans
Bundled 401(k) plans #1 of 38 25,694 plans
401(k) plans #3 of 60 25,694 plans
Defined benefit (4 #1 of 35 2,799 plans
IO GICs @ #3 0of 15 $5.7 billion
FA-Backed Notes #4 of 30 $11.7 billion
Plan Termination annuities " #3 of 11 $43 million
ESOP - leading provider & #1 of 10 503 employers
Deferred Comp. NQ & #1 of 38 1,634 plans

(1i8pectrem 10004, (ZiTreasury & Risk Management Buyer's Guide 2005, (3)CF0 Buyer's Guide
DENS (Anvestment Advizor, "Retirement Plan Providers Directory®, Kovember 2005 (number above Financial
is subzet of total reported in surey by Principal Financial Group); (SiLIMRA 09/05; (Y5 &F 03006, Group

(OLIMES 09504 (83 PlanSpaonsor 0604, (9PlanSpongar 12005




26

Future Growth Opponrtunities
Retirement services leadership

Portfolio depth & breadth
Deliver best in class service

Provide award-winning
education

Unique technology platform

Exceptional distribution
reach

Investment management

excellence
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Future Growth Opponrtunities
Investment excellence

Retirement Assets in Top Two
Morningstar Quartiles™

Tyr 92%
3yr 89%
yr 82%

Eest Overall Fund Group iLipper, March 20045 Eest Mixed
Equity Fund Group (Lipper, March 200%) Principal
Financial
*as of Decernber 31, 2005 Group
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Total Retirement Solutions (TRS)
Provider
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Total retirement solutions provider

Reduce administrative burdens
Cost savings
Efficiency and time savings

Expanded resources to meet
plan sponsor fiduciary
obligations

Speeds service to employer and
employee

Easier for employers and
employees to plan

Principal
Financial
Groug




Total Retirement Suitesv sales results

TRS 2004 2005 Change

EC $12708 520908 464.5%

Total Retirement Suite contributed to 34% of
total Full Service Accumulation sales resulis in
2005 (up from 24% in 2004).

Principal.
Financial
30 oy
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Worksite Marketing
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Baby Boomers are driving
unprecedented opportunity

*Retirement industry
Profits in $ Billions

$158B

Boomer market
generated over
$66 billion in profits
in 2002, and profits
are expected to grow
to nearly $158 billion
by 2012

$66B

2002 2012

Source: 2005, Mekinsey & Campany, Inc. W
Groug
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The worksite is the place
to build relationships

* Meet Boomers where they
are, in the worksite, and
do it efficiently

+ Don’t wait until benefit
events to establish
relationships

+ Reach broadly across
employee base

Less than one-third of eligible
employees use all voluntary
benefits available to them

Only three-quarters of eligible
employees enroll in 401({k)
plans

On average, people begin
thinking about what to do with
savings 8 years prior to
retirement — for Boomers, that
means now!

About 44% of financial advisors
have minimum account size for
customers they will serve
Principal
Financial
Group




Help for “the rest of us”

Customer-focused Ability to transform
solution employee benefits
* [ncome management; » Bundled retirement
lncome IRA, Income solutions
Manager; Income

« Consumer-driven Health
_ _ Care
» Total retirement solutions . Worksite distribution

(employer) (RetireSecure=M;
« Align Individual Life WorkSecure M)
operations to needs of :
» Expanding voluntary

business worksite benefits W
Financial
Group

Provider

34
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Innovative Worksite Approach

Expansive Worksite Connection

[] Retire Secure Offices
[l Work Secure Offices

[l Both Retire Secure &
Work Secure Offices W salesand Service Office

Revlnad 06052008

I Haw England

Phlladalphia
Mavrdarnay

Baltim ora

Principal_
Financial
Group




Worksite is getting results*

With With

Retire Secure Work Secure

Increase in close ratio of

contract sales to +100% +150%
employers
Increase in employee o .
participation +14% +63%

Increase in employee

+23% nfa
average deferral rate ?
Increase in average
annual premium per nfa +68%
participant
Principal
*compatson of tvehie months ended 12031704 to twelve maonths ended 12031704 EWF

J6
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Global Opportunities




Global Opportunities
Global Asset Management Expertise

managers in New Assets
Gained in 2005 $45 423
+ Record 111 new mandates in $40 1
2005 representing $6.9 billion in $35 323
assefs ]
. . . 2 $30 2586
+ 38% increase in non-affiliated o $25
assets from 12/31/04 through = i
12/31/05 = 2?2 14.9
+  Manage money for 9 of Top 25 $10 8.2
U.S. pension fundsi
$5 -
$D T T T T 1
Year ended December 31 2001 2002 2003 2004 2005
(13"2005 LS. Manager Banking by Assets Gained, League Tahle," Money Management w
Laftar March 13, 2006 (HPEMSIONS & INMVESTMEMNTS "F &I 1,000" repart, Jan 2006, W

Kl




il

Effective Use of Capital

RETURN TO
SHAREHOLDERS

Share repurchases for three months ended 3731706 were $162.26 million. On May 16, 2008 Principal
Financial Group announced a share repurchasze of up to $500 million, and on May 22, 2006 announced it
had executed an accelerated share repurchase for this $a00 million of shares.

Principal
Financial
Groug
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Effective Use of Capital

Strategic Acquisitions & Partnerships

China Construction Bank (mutual fund JV)
ABN AMRO Trust Services (DC)

Columbus Circle (Growth equities)

Dao Heng {(Hong Kong mutual funds)

BC| Group (DB and ESOP)

Post Advisory Group (High yield fixed income)
The Molloy Companies (Health/\Wellness)

Group
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The Principal®:
Giving Investors An Edge

Truly unique financial services organization
Special expertise in serving SMB
Leadership position in U.S. retirement services

Advantaged by global privatization of retirement
systems

Worksite opportunities for Baby Boomers and beyond

Strong capital position

Group
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Financial Highlights
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Financial Objectives

Grow Earnings
Manage Capital
Control Risk

Increase Shareholder Value

Principal
Financial
Groug
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Product Scope Enhances Earnings Diversity,
Increases Growth Potential

Revenue
Easis

SVIB

Product

F e

Defined Cont - Yariable

Defined Benefit

MWuUtual Funds

Ind Ann - Yariable

R etail

Bank

Asset Wanagement

ASO

Spread

Defined Cont - Guar

FA-Backed Securities

Defined Benefit - Payout

Ind Ann - Fixed

I nstitutional

Assel ecuritization

Cash Valuellife

Risk

Life

Fedical

Dental/vision

Disakility

Retirement
Services

Life and
Health

Investment
gt

Group




Principal Financial Group Operating Earnings
(by Segment and Net Income)

Strong Growth in Earnings

For twelve months ended {dollars in millions) 12/31/03 123104 12/31/05
U5 Asset Management & Accurnulation $422 5 $495.0 $5384
Int'l Asset Management & Accumulation 34.5 40.5 71.0
Life & Health Insurance 2412 2562 2744
hWortgage Banking (18.1) (103
Corporate & Other (12.9) (20.4) (21.4)
Operating Earnings() $667.7 $764.8 $862.4
Met realized/unrealized cap gains(losses) [49.3) (62.39) (20.8)
Other after-tax adjustments@ 12749 1231 a9
Met Income Available to Commeon 57463 $8256 $901.3

Stockholders

[1] Defined == net income before ret realized capital geins and other afterd=z: adjustrment=.

[2] Inzludes incanme(loss ) from discortinued operstions, estireted gain on dispossal of discontinued operations, change Principal
in estimated loss on dsposal of discontinued operations, changes in reserves establizhed for IRS audit izsues, and the Financial
effect of accounting changes relsted to implementation of S0P 03-1 and FIM 46. m

46
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Principal Financial Group Operating Earnings

{(by Segment and Net Income)

Strong Growth in Earnings

For three months ended (dollars in milliens) 3/31/05 3/31/08 Change
U5 Asset Management & Accurnulation $13868 1578 13.9%
Int'l Asset Management & Accumulation 95 176 858.3%
Life & Health Insurance 69.5 704 1.3%
Corporate & Other (8.4 (5.6] 33.3%
Operating Earnings(1) $209.2 $240.2 14.8%
Met realized/unrealized cap gains(losses) 3.7 249 I A,
Other after-tax adjustments @ — 206 A
Net Income Available to Common Stockholders $205.5 $285.7 39.0%
(1) Defined as net income hefore net realized capital gains and other after-tax adjustments. g X
(2 Includes a favorable court ruling on a contested IRS issue. W
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Principal Financial Group Operating Earnings

(by Segment)

Diversity Produces Growth & Stability

$300 -
$250 4 32092
$200 -
$150
$100
$50

$0

millions

$221.0  qoqqa  $2179  $2402

-$50 -
1005

. U5 AMA
Corporate & Other

2005 3Q05 4Q05 1006

- AMA B Life & Healih Principal

st Total O perating Farmings

Financial
Group




Principal Financial Group Assets Under Management

AUM is a Driver of Earnings Growth

$195 2 $205.3
$200 -

$167.0
150 | 1443
$100 -
$50 -
$0 - . .

1231703 12/31/04 1213105 03/31/06

billions

BUSAMA mIAMA mLife & Health mMortgage Banking C orporate & Other

448




Principal Financial Group Capital Structure

Managing Capital Efficiently

$8,000 -
$7,000
;]
S
= $6,000
£
$5,000
$4,000
12/31/03 12/31/04 12/31/05
ECommon Equity X OCI* m Preferred E quity
mLong Term Debt Short Termn Deht
Principal,
*Foryears ended December 31, 2003, 2004 and 20045, common equity was §7 400 million, $7, 544 W

a0 rnillion and $7,807 million, respectively




Principal Financial Group

Actual Return on Average Equity®
¥-OCI Trailing Twelve Months 3/31/06

Operating Average Return on

Operating Segment Earnings Equity Average Equity
USAMA $557.6 $2,895.8 19.3%
IAMA
$79.1 $881.3 9.0%

Life & Health

e & Hea $275.3 $2,162.8 12.7%
Corporate & Other $(18.6) $417.2 N/M
Total Principal
Financial Group $893.4 $6,357.1 14.1%

Principal,

(1yequity available to common stockholders Financial




Principal Life Insurance Company
Summary Financial Information

Twelve Months Ended Three Months Ended

December 31, March 31,

(US$mm] 2004 2005 2005 2006
Operating Revenue( $7,769 $8,326 $1,981 $2,165
Total Revenue(? $7.647 $8,296 $1,978 $2,213
Operating Earnings® $745 $808 $202 $230
Net Income(@ $768 $832 $200 $275
Total Assets? $109,879 $119,999 $109,563  $124,458
Total Equity® $5,354 $6,228 $5,563 $6,088
Surplus & AVR®! $3.644 $4,311 $3,851 $4,118
(1) Defined as total GAAP revenues including operating revenues from discontinued real estate and Principal

excluding net realized capital nains and related fee adjustments. (ZPresented on a GAAF basis. (3)
Defined as net incame before net realized capital gains and other after-tax adjustments.  (4) Equity

Financial
52 excluding accurmulated other comprehensive income (oss). (5) Presented on a statutory basis. Group
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Principal Life Insurance Company

Financial Strength Ratings

Principal Life Insurance Company Financial Strength

Ratings

- S&P “AA” Very Strong (3rd highest of 21 levels)
— Moody's “Aa2”, Excellent (3rd highest of 21 levels)
— A.M. Best “A+", Superior (2nd highest of 16 levels)

— Fitch “AA” Very Strong (3rd highest of 24 levels)

Mote: All ratings have stable outlooks.

Group




Principal Financial Group

Stated Targets

2005
Target Actual
EPS Growth!" 11-13% 22%
Return on Average Equity!?  50bp growth/yr 13.8%
Debt to Equity 20-25% 20%

54 (11Diluted earnings per share available to comman stockhalders (DEquity excludes accumulated QCIL i Eraup
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Principal Life Insurance Company

Measures Important to Principal Life

Rating Agency and Internal measures:
« GIC/FA Exposure (Investment Only)
« Capital Adequacy

« Liguidity

Group
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Risk Management
at The Principal®
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Risk Management at Principal Financial
Group

Solid Tone at Top/Board and Senior Management have
knowledge of and accountability for risks

Coordinated effort to understand and manage the risk profile of
the entire organization

Entire organization is included
All sources of risk considered

Strong link to organization’s key strategies, financial objectives
and business planning process

WWe have processes and tools in place to identify, monitor, and
manage our risks

Business unit and Corporate staff have knowledge and
expertise

Group
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How We Think About Risks:

True economicffinancial

Appropriate accounting treatment and controls
Headline/reputational

Litigation/regulatory

Pure risk {owned property and equipment)/business disruption

Group
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Broad Categories of Risks

at the Principal Financial Group

Insurance/Actuarial
Wl artality
Morhidity

Other Assumptions
Fricing Errars

Financial 'strategic Planmning

Capital iAllacation, Budgeting,
Management)

Liquidity
Tax

Reinsurance

Financial Repatina/Forecasting
Disclosure

Fu Risk

Tl .2,

Earnings walatility

Asset/Liahility Matching { ALRM)
Mizrmatch Risk

Feimvestment Risk Compliance

LegalRequlatory
Lawwsuits

Operational Investment

Technalagy Credit

Frocessing Counterparty
Administration Derivatives
Business Continuity
HR
Reputation Employee Retention
Analysts, Investors Marale
Regulators
Custormers Home Office buildings, furniture
Aircraft
Computers




Management of Risks

at the Principal Financial Group

Insuranc

Legal/Regulatary

Reput=tion

Expaience Studies

Frodud development processes

Feer Review

Finandal Analysis

Reinsurance

Local Pricing, Product Committees
Standards around pricing, resenving,
assumplions, stress testing, standards
FinancialfStrategic Flanning
Corporate Model/Business Models
Liquidity quarterhy studies, benchmanes

Razane Cerdifications

Corporate Finance Committas
Feinsurance Databaselfn alysis
Headging

Local Finance, Strategic Committees

R atios, hdetrics (debtiC apital, Liquidity, RBC,
S&F, ROE)

qui p mernt

Insurance Frograms
M aintenance

61 Secunty

Corporate Ethics

Corporate Gowvernanc:
Lobbying Efforts
Contract Language
Compliance Officers

Busziness Practices

iLimbility Matching [ALM)
Segment AL teams

ALM (immunization, CFT)

Drarivatives

Segment 120 Risk Committas

Operationa

S0 (A0
Controls
Business Risk Consulting

Buszineszs Resumplion Plans

Irwastors Relations
Gowarnment Relations
Carporate Relations

Caorporate Governanc:

Business Unit'Corporate inteqrity and sk
management practices

Ireerest mert

Credit Researchitnalysis
Credit Owersight Committes
Crerivatives owersight Committee
Azzet Diversification

Counterparty Anahysis, GuidelinestLimits
Collateral

Ferformance b anagement
Levelopment and Training
Suceession Planning

Taotal Compensation (Salany, Benefits,
Amenities)
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Principal Financial Group

Non-Par Pension Business Liabilities
As of March 31, 2006

Full-service P ayout
20%

_—

Funding
Agreements
39%

GICs - Investment
—_ only
18%

—

GICs - Full Service
23% Principal
Financial
Group




Non-Par Pension Business Risk Management
Interest Rate Risk

+ Tools used *  Employ various methods to
correct duration mismatches

— Duration matching )
if they occur

— Key rate duration
matching — Sell assets

— Daily hedging — Change duration targets

_ Scenario analysis for new investments

+ Disciplined to stay within — Use derivatives
mismatch allowances
— .25 year duration
— .10 year key rate

Group

B3




Non-Par Pension Business Risk Management

Liquidity Risk

Processes in place at both business unit and overall corporate
level

+ Analysis performed quarterly
+  \We carefully watch external measures
— S&P liquidity model, internal target 260%
— Moody’s liquidity model, internal target 1.5 to 2.0
+ Internal measure called Dynamic Staging Analysis

— Internal projection for liquid liabilities and assets over a 15 month
time frame

Group

[




Summary

* The Principal Financial Group is risk aware, risk astute, and
diligent about risk management

« We are in the risk business and willing to take risks — on an
informed basis

+ Increased complexity combined with a lower tolerance for error
indicate a continued need for commitment to risk management

65 Group
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Investment Portfolio Overview

*All data in this section of the presentation excludes assets that are not part of Principal Life Insurance
Company consolidated assets.
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Investment Philosophy and Strategy

« Active Asset/Liability Management and Strategy
+ Optimize Risk Adjusted Yields and Returns
+ Maintain Quality Well Diversified Portfolio

Group




Principal Life Insurance Company

Cash and Invested Assets

March 31, 2005

Fubliz Bord=s
A48 50

Priwate Bonds
23 El%

Red Eztae

18%
P‘D|IC].I’ Lozns

Cash_/

Co rnmerc:al Cither
hortgeges Equt},r westments

1850 Residertizl Securities zA%

hMortg=ges 1,354
2.1%

o $54.4 Billion

March 31, 2006

Fublicz
————Bonds

a0.1%

Friwate
Bonds
222 Red Estae
/ 15%
——___ Palicy Loans
1.5%
C=sh _/ Cther
2.4% Inestrments
Cormmerci= 1.2%%0
Mortgages Res:dentld Equityy
17.4% Mortgages Securities
1.%840 1.4%0

$56.0 Billion




Principal Life Insurance Company

U.S. Invested Assets

Corporate Fixed Maturities Portfolio
by Salomon Industry
March 31, 2005 March 31, 2006

Eanhk

Talazom

Py 12.3% Tale gom Earth
LI -cner JIJ e 51
0.3% 0. 1% nwrancsa
0.1%
nauranzs Bastris
Bectic BE% e
10.3% T ha%
Tranport
1.5%
Traniport .
18% T
Baran
15.4%
Barvlan
14.5%
\ FInanz e-
Ctier
12 Ananazs-
oar
146 %
Conmumar ndurHal-Clwr \
ndui trial-Ctier 255 0.2%
4% ooniumar
3.05%
E_:;I;EI’I Manufaeuring Enargy
Manutciinng ’ 17.8% B5%
18.2%
$29.6 billion $29.5 billion

7o
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Principal Life Insurance Company

U.S. Fixed Maturities Composition
by Asset Type

March 31, 2005

Corporate
Public
0%
', RMBS

ABS j \_CMBS o

5% LD

Corporate
r Private

Afency,

Other
4%

$38.9 billion

Treasury,

March 31, 2006

C ormorate

Comorate
Private
24%
Agency,
Treasury,
" Other
6%
ABS RMBS
T CMBS 6%
1%
$40.5 billion




Principal Life Insurance Company

U.S. Invested Assets

Fixed Maturities Portfolio Composition
by Foreign Area

March 31, 2005

Japan Bl Others
1% 16%

Australia '\
|

Mexico
5%

_ 1
Bzia
11%

Soth
/ Srnerca
Europea 04
Urion

250

United
H_R“——Kingdom

270%

Foreign Fixed Maturities =

US$6.4 Billion
72

March 31, 2006

Japan
1%

bustraliz I\\

3%_\ \

All Others
150
_

Mexico
A%

. Mhsia
12%
Euaropean
trion - South
250 Brnerics
T

Rﬁ'&\_ United
kingdorn

27%

Principal
Foreign Fixed Maturities = kg o-
Financial
Group

US$7.7 Billien




Principal Life Insurance Company

U.S. Invested Assets
Fixed Income Securities Portfolio

Statutory Basis
% of Fixed Income Securities Portfolio
MNAIC Class 2003 2004 2005
1 52.3% 54.2% 56.9%
2 39,0 39.7 375
3 6.4 47 4.7
4 1.6 1.0 0.6
5 0.4 0.1 0.1
& 0.3 03 0.2
100.0% 100.0% 100.0%
Total $33,726 $36,759 $39,267
Investm Tgffsrsﬁe 1T;t;; 91.3% 93.9% 94.4%
income Securties Porfotle 57 4% 5.6%
BIG as % of Total U.5. 6.31, 4.5, 4.2,

Invested Assets
73

03-31-2006
57.0%
378
4.5
0.5
0.0
0.1
100.0%
$39,332

94.8%

52%

35%




Principal Life Insurance Company
Fixed Income Securities Portfolio

Problems, Potential Problems, and Restructured
GAAP Basis

$400 -
$350
$300
$250
$200 -
$150
$100 -
$50 |
$0

millions

2003 2004 2005 03:31/2006

m Problems mPotential Problems m Restructired
Principal,
Financial
74 Groug




Fixed Income Securities

Impairment Review Process

« Monthly review of all exposures on watch list

« Rigorous analysis on all exposures trading materially
below par

« Determination made if the credit is temporary or
permanent impairment based on fundamental credit
analysis

Group

75




Principal Life Insurance Company

Commercial Mortgage Loan Portfolio
March 31, 2006 (Statutory Basis)

Composition by U.S. Region

3

258

2

15%

104

Perent of Pordolia

5% 1

0% 4

7B

Composition by Type

_ mlndustey (ACLI) - (8/31 /2006 ages, - Wlndusty (RCLI) - 03312008
BPsincipal Lif - 0331 /2006 WP sincip al Life - 0573172006
5%
L 3%
o
HoEEs
o
s 30% -
g
g 15
™ oo
5%
q_ﬁ'ﬂ'ﬁ_a'ﬂ'gﬁ u 152 - - 11
7 g4 4 g 8 & LE 5 E £ g B B A
CE B B O O P I 1
[N a H] b
P 3 HE g HE= | g 8
= A
Principal,
Mortgage Loans = U.5.38.5 Billion Number of Loans Outstanding = 1,094 Financial
Average Loan Size = U.5.$7.7 Million Group
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Principal Life Insurance Company
Commercial Mortgage Portfolio

Restructured & Delinquent/Foreclosed Loan Ratio
Compared to Industry Average (Statutory Basis)

mDelinquent/Foreclosed B Restructured

Percent of Paortfolio

Industry Peer Principa Industry Peer Principa Industry Peer Princips Industry Peer Princips
2003 2004 2005 2E10E

WOTES:

1. DEinguency and fored osure ratio is defined 2= mortgages B0 or more days delinquert, in the process of foreclosure, and
foreclosedfdesded during the year, == a percentage of the commerzid mortgage portfolio balance. 2. A restructured losnis = loan in good
standing for which basic terms, such 2= irterest mte, maturity date, collsterd or guaranty, haese been restructured == 3 result of actual or
anticipated delinguency. Orly loans restructured on or sfter Bnoary 1, 15286 areinduded in these ratios. 3. Pesr group represents life
insurance companies reporting to the ACLIwith rortgage portfalias ower 35 billion.
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Commercial Mortgage

Loan Reserve/Loss Process

Monthly meeting to review entire watchlist, including
an analysis of loan-to-value.

Rigorous review of all loans deemed most at risk.

Determination is made if a loss is probable. If loss is
probable, a reserve is established.

Group
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Investment Porfolio

Summary

Active asset/liability management

Broadly diversified portfolio across asset class, credit,
industry and geographic location

Predominantly high quality portfolio

Principal
Financial
Groug
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Investment Porfolio

2006 Focus

» Enhancing diversification
» Active management of the portfolio

+ Maintaining quality of the portfolio

Principal
Financial
Groug




Principal Global Investors
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Principal Global Investors*

A diversified global asset
management organization

$166.7 billion in assets under
management

1,066 employees including
418 investment professionals

Broad range of capabilities,
tailored to client objectives

Global reach and clarity of
purpose

Assets Under Management
A5 of March, 31 2006
Real
Estate
$34.2B

*Principal Global Investars represents the asset management operations of the Principal

Fixed
i Income
Equity $95.6 B
$369B
u.s.
Taxahle
Investors
$43.0B
U.S. Tax-
Exempt Non-U.S.
Investors Investors
$96.7 B $27.0 B
Principal
Financial
Group

Financial Group, including affiliates and subsidiares. Please refer to slide titled "Asset
mManagement Affiliates" for more details.
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Global Reach

Asset Management Locations
Principal Global Investors & Principal International Affiliates

#* Principal Global Regional Headquarters
*ercludes L1 5. salesfservice offices




Fixed Income Asset Management

$95.6 billion in combined fixed
income assets under
management

— Global Fixed Income - $74 3
billion

— Post Advisory - $8 4 billion
— Spectrum - $12 9 billion

129 fixed income investment
professionals in offices
worldwide

Emphasis on diversified “Multi-
Sector” strategies:

— Total Return
— Liability managed
— Absolute Return

Data as of 2121706

A Powerful Platform

i fnvestors™

£
Post ‘E8:s
Advisory Group

SF'[ECTH‘.I[\'I

Assel Management

Principal
Financial
Groug




Equity Asset Management

assets and direct $3.6 billion in

asset allocation programs

+ 91 Equity professionals based u.s. International Columbus Circle
in Des Monies. New York Strategies Strategies |Growth Strategies)
Stamford Lonaon and ! 518, 2 billion In assets §10.7 billion in assais $7.0 billion in assais
Singapore

in over 50 equity markets
worldwide

+ Client focused, team-based

organization and culture

Data as of Ar3106

+ Breadth of market coverage and
depth of independent research _ !
F Financial
Group
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Principal Real Estate Investors

+  $34.2 billion in real estate
assets under management Equity Deht

Core, Enhanced C ial
+  Fourth largest manager of real Nalic added it
) and Bridge and
EState’ out of 98 managers Private Opportunistic Mezzanine Loans
proﬁled 1 Property
Princip al
+ 404 real estate employees Real Estate
including 195 investment Investors

professionals

Commercial

Publh Real Estate
. : Investment fortgage:
- Draw from six decades of real Trist Secritios Backed
Securities

estate investment experience

+ In-depth coverage of over 60
metropolitan real estate markets

Data as of 331/06 except footnote 1. (1) Pensions & Investrments magazine, Oct. 17, 2005 F Financial

(managers ranked by LS. institutional tax-exempt real estate assets).
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Setting An Impressive Pace

The 42nd largest institutional asset manager in the world, cut of 778
managers profiled . Managers ranked by total worldwide institutional assets
under management as of Dec. 31, 20050

The 20th largest manager of U.S. institutional tax exempt assets, out of 778
rr}agageégl pzr%%lg%.)hﬂanagers ranked by S institutional tax-exempt assets as
of Dec. 31,

The fifth largest manager of 401 k} assets, out of the 50 largest managers of
defined contribution assets profiledt?

The fourth largest manager of real estate, out of 98 managers profiled.
%ﬂoanza De5r(53)ranl<ed by IS institutional tax-exempt real estate assets as of June

The 7th largest managser_of high yield bonds, cut of 775 managers profiled.
hanagers ranked by LIS | institutional tax-exempt assets managed internallyt

Specialists in the preferred securities market through our affiliate, Spectrum

Manage assets for nine of the Top 25 Pension Funds in the LS4
Among the fastest growing managers in the industry

(12006 Money Managers Directory,” —PENSIONS & INVESTMENTS Magazine, May 29, 2008,
(PVINVESTMENT NEWS Magazine, August 22, 2005; (BPENSIONS & INVESTMENTS Magazine, May 20,
2005, (4)'P&I1,000," —PENSIONS & INVESTMENTS Magazine, January 23, 2006

Asset Management,
Group
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Asset Management Affiliates

Frincipal Global Investors is the asset management arm of the Principal
Financial Group® (The Principal®).  As of March 31, 2008, assets under
management totaled $166 7 billion. This includes the asset management
operations of the following members of The Principal;

+ Principal Global Investors, LLC

- Principal Real Estate Investors, LLC

+  Columbus Circle Investors

« Post Advisory Group, LLC

+ Spectrum Asset Management, Inc.

- Principal Global Investors (Europe) Limited

« Principal Global Investors (Singapore) Ltd.

+ Principal Global Investors (Australia) Ltd.

+ Principal International, Inc., its subsidiaries and affiliates

Principal_
Financial
Groug




Thank you
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Non-GAAP Financial Measures
for Principal Financial Group, Inc.

Prnepal Fnanaad Graep Tne,

M (ALY Frere alMeamre s

(hmilloes, e et s pdvate d)

Torele Matle Ended Thwee Mowths Faded
3-Dee-01 31-De o0 31-De B 31 Dec-0d 31 Dec-05(31 Iar-05] 30 T 05 |3[LS€DDS 31 Dee-05]3 1 Ifar- (6

[lperating Eaming :
IT5ANLA § M91 F 307 5 4ne|F 4990 F Sw4(F 12A]E 05 F 113 F Ban|f 1578
LATA a5 182 M5 403 o 9.5 191 1By a3 176
Lis and Healh X1 pcy| M2 Al 4 0.5 w3 5.4 632 04
Iatons Badaer (1411 (180 (2.1 (103 - - - - - -
Coporate and Other 381 170 (125 (341 4 8.4 (49 .11 40 [5.6]
Total qeratig eaminz hYi ] hT K] 6.y whd 2 wad 8.2 10 13 2173 M0
Het reatmsdinres keed caplal mans (keses) LT o3 (&3 [8) 37 32 a1 (159 Mo
Crther after-tae a dyetm erts 286 (N e 1231 B3 - uy 01 449 pIN
NGt Broome dvaiiadl fo Copomon Sockboldes |5 2988 § M3 5 63 5 8299 F Wi3F oSl IO b 200 B MA9[5 a7

F Financial
Group




Non-GAAP Financial Measures
for Principal Financial Group, Inc.

Prancipal Fingnciel Growp Tne

Horr GASP Fimavsl Menaves

[hmilis, sceptes ndated)

Twrabre Moslie Faded: Three Matle Fded:

31 Dec-01 | 3L-Tee- 02 | 31 Dee-03 | 51-Dec-04 | 51 Dec0S | 31 Ma-05 | 31-Mar-08
| Upexmiing Earnings ROE {u- LT
TEANMA 16 ¥a 17 5% 19 %4 203% 20 4%y 19 Ty 19 Py
LAMA 0.1% 15% 4 5 4 3% 8.1% 4 5% 9
L e Henth 11 13.7% 13 4% 135% 124 12.7% 120
Mtz Bakig -3. %0 -35% -3 -44%n 0 1F - 15% 01 [
Composte and Other 10 [Fa - 20% -1d% -27% 3. - 26 -4 B
Total peratimearties ROE e OCT) &% 9.1% 105% 123% 13 %4 12 4% 14 1%
Hetrenlodfinrenleed capdel mie [bases) -4 M -35% 05% -10% -0 3 07 01.1%3
CHber wfter-tex ndyetmeris 1% -30% 2.1% 20% 0 5% 14%; 1 2
Het twame ROE Sonibbl o Commen Stoeddoldars (0 CT) 550 22% 1254 133% 14 4%y 13.1% 15 433
Hetirrenlned copinl e (bases | 0% -02% -1 -24% -2 3y 24 -1 5%
Faen osvenimyrior bion, 02% 0.1% 012% 0.1% 0.1% 012% 01.1%
Miomm personlehithy 0B 0% 1% 00% 0P 010% 01 [
Lzt Brapne ROF Avadlable ta Common Stockholevs
\iwrLaclin g QCT) 550 21% 1054 110% 12 254 100 9% 13 B
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Non-GAAP Financial Measures
for Principal Financial Group, Inc.

Principal Financial Group, Inc.
Non-GALP Firane 5l Beasures
(i trithions, except as idicated)
Twele Mortle Ended: Three Montte Exded;
31-Dec-03 | 31-Dec-04 | 31-Dec-05 | 31-Mar-05 | 31-Mar-06

StockboMers ' Equity x-OCT Available i Common
StockhoMers
USAME T 23434|F 25768 | % 26935|% 286T0|F 29245
[AME 8114 867.0 8027 8638 8088
Lift ard Heatth 18235 20302 22825 20451 2,280 4
Mortoage Banking 4124 - - - -
Comorate ard Otter 1116 7510 0437 5208 8556
Total stockhoblers’ equity x-OCT avalabk to common
stockholders 6,228 3 §,231.0 6,812.4 6,208.7 6,850 4
(M t unrealiz d capital gaire (sses) 1201 4 14038 10278 11450 6751
Fofeizs curete v hton (1178 (853) (21.8) (933 (24.3)
Mirirrn pe reion labiliy (2.5 (53] {11.5 (5.3) (11.5)
Total gockkolders‘equity awalable to common stockholders | $ 73006 |3 75443 | % 78072|% 7343104 7.5087

F Financial
Group
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Non-GAAP Financial Measures
for Principal Financial Group, Inc.

Principal Financlel Shoup, e,
Not G AP Firare ] heasures
(tn rlboms, except as midrate d)

Twehe Momths Ended:

31-Dec-01 | 31-Dec-02 | 31-Dec-03 | 31-Dec-04  31-Dee-05

Dihed Eamnings Per Shame Available i Commnon Sic khollers:

(e a frg, Earnigs $159  $165  $204 1297
Net Unreatze d/Re alzed Capial Camsf Losses) (085 @10 015 (0.06)
(Crther after-tax adjustore s 023 (054) 039 0.20
Net Incote AvaiibE to Comon Stockhokle s $0.99 o4l §228 $3.11

F Financial
Group
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Non-GAAP Financial Measures
for Principal Life Insurance Company

Fringipal Life nrurence Company
Hon-Tr4 &P Financial M easnres

(in willions )
Darebre Months Ended The e Months Ended,
31-De c-04 [ 31-Drec05) 31-Mar05 | 51-Iar-08
HNetIncomme -
ol opem ting & amings F OM49 % B0 F 2024 (F 2504
Het malicedmnmeslieed capital gams (losses] P [26.2) 24 2.3
Cther afte r-tax ad jus trvents 1006 509 - 0.5
DNErincone F WIE[F B3Rl |F 000 |F ZEWSS
Toial GAAF Revernnses -
Iotal opemting revermes F 00 [ F 5324 | F LOELS | F Zl652
Add:
Het maliced/unealieed capital gains (1oss es)and
mlated fee adjustnents (11908 (5.6 (2.7 450
Subitract:
Cpemting revermes fiomds contitmed wal estate 2.5 2.2 09 -
Tota] GAAF peve pues Fre6 7 [F 2058 | F 10777 | F 22133
Todal Stor kholder s Equity-
Iomal stockhodern' equity 3 O0T FRI3SES[F 8207 | F 55051 | F 60554
Hetunealiwed capital gains (losses) 1.5159 5i55 1.057.7 455
Fomigh oumency tmns Btion (RS 3.1 3.5 (&
Minitum pens ion lish ilite [5.3) r11.5 5.3 (11.5
Total stock halder's cquity Foaesss | F Rosas | F aseE0 | f S53ET




