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This prospectus supplement and the information contained herein are subject to completion or amendment. A registration
statement relating to these securities has been filed with the Securities and Exchange Commission. This prospectus
supplement and the accompanying prospectus shall not constitute an offer to sell or the solicitation of an offer to buy nor shall
there be any sale of these securities in any State in which such offer, solicitation or sale would be unlawful prior to registration
or qualification under the securities laws of any such State.

Filed Pursuant to Rule 424(b)(3)
Registration No. 333-111352

Subject to Completion, Dated October 11, 2006

PROSPECTUS SUPPLEMENT
(To Prospectus Dated June 24, 2004)

Financial
Group
$
PRINCIPAL FINANCIAL GROUP, INC.
% Senior Notes due

Fully and Unconditionally Guaranteed by
PRINCIPAL FINANCIAL SERVICES, INC.

We are offering $ of our % Senior Notes due (the “Notes”). The Notes will bear interest at a rate of
% per year. Interest on the Notes is payable on April 15 and October 15 of each year, beginning on April 15, 2007. The Notes
will mature on , . We may redeem the Notes at any time at a make-whole redemption price described beginning

on page S-14 under the caption “Description of the Notes — Optional Redemption.”

The Notes will be fully and unconditionally guaranteed (the “Subsidiary Guarantee”) by our subsidiary, Principal Financial
Services, Inc., which is an intermediary holding company whose assets include all of the outstanding shares of our principal
operating companies.

The Notes will be our senior unsecured and unsubordinated obligations and will rank equally in right of payment with all of our
existing and future senior indebtedness and senior to all of our existing and future subordinated indebtedness. The Subsidiary
Guarantee will be a senior unsecured and unsubordinated obligation of Principal Financial Services, Inc. and will rank equally in
right of payment with all of its existing and future senior indebtedness and senior to all of its existing and future subordinated
indebtedness.

Investing in the Notes involves risks. See “Risk Factors” beginning on page S-5 of this prospectus supplement.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved
of these securities or determined if this prospectus supplement or the related prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

Per Note Total

Public Offering Price(1) % $

Underwriting Discount % $

Proceeds to Principal Financial Group, Inc. (before expenses) % $

(1) Plus accrued interest, if any, from October , 2006 to the date of delivery.

The underwriters expect to deliver the Notes to purchasers on or about October  , 2006.
Joint Book-Running Managers
Goldman, Sachs & Co. Merrill Lynch & Co. Morgan Stanley
Citigroup Credit Suisse UBS Investment Bank
Co-Managers
A.G. Edwards Banc of America Securities Lehman Brothers Wachovia Securities

LLC
October , 2006
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You should rely only on the information contained in or incorporated by reference in this prospectus supplement and
the accompanying prospectus and in any free writing prospectus filed by the Company with the Securities and Exchange
Commission. If information in this prospectus supplement is inconsistent with the accompanying prospectus, you should
rely on the prospectus supplement. We and the underwriters have not authorized anyone to provide you with information
that is different. This prospectus supplement and the accompanying prospectus may only be used where it is legal to sell
these securities. The information in this prospectus supplement and the accompanying prospectus may only be accurate
as of the date of this prospectus supplement, the accompanying prospectus or the information incorporated by reference
herein or therein, and the information in any free writing prospectus may only be accurate as of the date of such free
writing prospectus. Our business, financial condition, results of operations and/or prospects may have changed since

those dates.
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This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this offering of
Notes and also adds to and updates information contained in the accompanying prospectus and the documents incorporated by
reference into this prospectus supplement and the accompanying prospectus. The second part, the accompanying prospectus,
gives more general information, some of which may not apply to this offering.

Unless otherwise indicated, or the context otherwise requires, references in this prospectus supplement and the accompanying
prospectus to “Principal,” the “Company,” “we,” “us” and “our” or similar terms are to Principal Financial Group, Inc. and its
subsidiaries. The “underwriters” refers to the financial institutions named on the front cover of this prospectus supplement.

We are offering the Notes for sale in those jurisdictions in the United States, and may offer the Notes in those jurisdictions in
Europe, Asia and elsewhere, where it is lawful to make such offers. The distribution of this prospectus supplement and the
accompanying prospectus and the offering of the Notes in certain jurisdictions may be restricted by law. Persons who receive this
prospectus supplement and the accompanying prospectus should inform themselves about and observe any such restrictions. This
prospectus supplement and the accompanying prospectus do not constitute, and may not be used in connection with, an offer or
solicitation by anyone in any jurisdiction in which such offer or solicitation is not authorized or in which the person making such offer
or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or solicitation. See “Underwriting.”

You should read this entire prospectus supplement carefully, including the section entitled “Risk Factors,” our financial
statements and the notes thereto incorporated by reference into this prospectus supplement, and the accompanying prospectus,
before making an investment decision.
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FORWARD-LOOKING STATEMENTS

Some of the statements contained in this prospectus supplement and the accompanying prospectus are forward-looking
statements. These forward-looking statements are made pursuant to the safe harbor provisions of the Private Securities Litigation
Reform Act of 1995 and include estimates and assumptions related to economic, competitive and legislative developments. These
forward-looking statements are subject to change and uncertainty which are, in many instances, beyond our control and have been
made based upon management’s expectations and beliefs concerning future developments and their potential effect upon us.
There can be no assurance that future developments will be in accordance with management’s expectations or that the effect of
future developments on us will be those anticipated by management. Actual results could differ materially from those expected by
us, depending on the outcome of various factors. These factors include:

« a decline or increased volatility in the securities markets could result in investors withdrawing from the markets or decreasing
their rates of investment, either of which could reduce our net income, revenues and assets under management;

* our investment portfolio is subject to several risks which may diminish the value of our invested assets and affect our sales,
profitability and the investment returns credited to our customers;

» competition from companies that may have greater financial resources, broader arrays of products, higher ratings and
stronger financial performance may impair our ability to retain existing customers, attract new customers and maintain our
profitability;

» a downgrade in the financial strength ratings of Principal Life Insurance Company (“Principal Life”), our subsidiary, may
increase policy surrenders and withdrawals, reduce new sales and terminate relationships with distributors and cause some
of our existing liabilities to be subject to acceleration, additional collateral support, changes in terms, or creation of additional
financial obligations;

« our efforts to reduce the impact of interest rate changes on our profitability and surplus may not be effective;

« if we are unable to attract and retain sales representatives and develop new distribution sources, sales of our products and
services may be reduced;

« our international businesses face political, legal, operational and other risks that could reduce our profitability in those
businesses;

* our reserves established for future policy benefits and claims may prove inadequate, requiring us to increase liabilities;

« our ability to pay stockholder dividends and meet our obligations may be constrained by the limitations on dividends lowa
insurance laws impose on Principal Life;

« the pattern of amortizing our deferred policy acquisition costs on our Statement of Financial Accounting Standard No. 97
Accounting and Reporting by Insurance Enterprises for Certain Long-Duration Contracts and for Realized Gains and Losses
from the Sale of Investments products may change, impacting both the level of the asset and the timing of our operating
earnings;

» we may need to fund deficiencies in our closed block (“Closed Block”) assets which benefit only the holders of Closed Block
policies;

 changes in laws, regulations or accounting standards may reduce our profitability;

« litigation and regulatory investigations may harm our financial strength and reduce our profitability;
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« fluctuations in foreign currency exchange rates could reduce our profitability;

« applicable laws and our stockholder rights plan, certificate of incorporation and by-laws may discourage takeovers and
business combinations that our stockholders might consider in their best interests;

» a downgrade in our debt ratings may adversely affect our ability to secure funds and cause some of our existing liabilities to
be subject to acceleration, additional collateral support, changes in terms, or creation of additional financial obligations; and

» the risk factors or uncertainties listed under “Risk Factors” in our Annual Report on Form 10-K for the year ended
December 31, 2005, incorporated by reference in this prospectus supplement and the accompanying prospectus, and the
risk factors or uncertainties listed under “Risk Factors” in this prospectus supplement.

iv




Table of Contents

The Offering

PROSPECTUS SUPPLEMENT SUMMARY

The offering terms of the Notes are summarized below solely for your convenience. This summary is not a complete
description of the Notes. You should read the full text and more specific details contained elsewhere in this prospectus
supplement and the accompanying prospectus. For a more detailed description of the Notes, see the discussion under the
caption “Description of the Notes” beginning on page S-13 of this prospectus supplement.

Issuer

Notes Offered

Maturity

Interest Payment Dates

Subsidiary Guarantee

Record Dates

Optional Redemption; No
Sinking Fund

No Listing

Ranking

Use of Proceeds

Covenants

Principal Financial Group, Inc.

$ aggregate principal amount of % Senior Notes due
The Notes will mature on ,

April 15 and October 15 of each year, beginning April 15, 2007.

The Notes will be fully and unconditionally guaranteed by our subsidiary, Principal
Financial Services, Inc. See “Description of the Notes — Subsidiary Guarantee.”

The April 1 or October 1 of each year immediately preceding the related interest payment
date.

The Notes may be redeemed at any time and from time to time, at our option, in whole or
in part, as described in this prospectus supplement under the caption “Description of the
Notes — Optional Redemption.” The Notes will not have the benefit of any sinking fund.

The Notes will not be listed on any national securities exchange or included in any
automated quotation system.

The Notes will be our senior unsecured and unsubordinated obligations and will rank
equally in right of payment with all of our existing and future senior indebtedness and
senior to all of our existing and future subordinated indebtedness. The Subsidiary
Guarantee will be a senior unsecured and unsubordinated obligation of Principal Financial
Services, Inc. and will rank equally in right of payment with all of its existing and future
senior indebtedness and senior to all of its existing and future subordinated indebtedness.

We will use all or substantially all of the estimated approximately $ million in
net proceeds from this offering to fund a portion of the purchase price for our pending
acquisition of WM Advisors, Inc. The remainder of the net proceeds, if any, will be used
for general corporate purposes. See “Use of Proceeds.”

The Senior Indenture contains negative covenants that apply to us; however, the limitation
on liens and the limitation on consolidation, merger and sale of assets contain important
exceptions. See “Description of the Debt Securities — Limita-
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Risk Factors

tions upon Liens” and “— Consolidation, Merger and Sale of Assets” in the accompanying
prospectus.

See “Risk Factors” and the other information included or incorporated by reference in this

prospectus supplement and the accompanying prospectus for a discussion of factors you
should carefully consider before deciding to invest in the Notes.

S-2
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The Company

The Principal Financial Group is a leading provider of retirement savings, investment and insurance products and services
with $206.0 billion in assets under management and approximately 16 million customers worldwide as of June 30, 2006.

Our U.S. and international operations concentrate primarily on asset accumulation and management. In addition, we offer
a broad range of individual and group life insurance, group health insurance, and individual and group disability insurance.

We primarily focus on small and medium sized businesses, which we define as companies with less than 1,000
employees, providing a broad array of retirement and employee benefit solutions to meet the needs of the business, the
business owner and their employees. With over 31,000 plans, we are the leading provider of corporate defined contribution
plans in the U.S., according to Spectrem Group. We are also the leading employee stock ownership plan consultant. In
addition, we are a leading provider of nonqualified plans, defined benefit plans and plan termination annuities. We are also one
of the largest providers of nhon-medical insurance product solutions.

We believe small and medium sized businesses are an underserved market, offering attractive growth opportunities in the
U.S. in retirement services and other employee benefits. We also believe there is a significant opportunity to leverage our
U.S. retirement expertise into select international markets that have adopted or are moving toward private sector defined
contribution pension systems. This opportunity is particularly compelling as aging populations around the world are driving
increased demand for retirement accumulation, retirement asset management, and retirement income management solutions.

We organize our business into the following operating segments: (1) U.S. Asset Management and Accumulation, which
provides retirement and related financial products and services primarily to businesses, their employees and other individuals
and provides asset management services to our asset accumulation business, the life and health insurance operations, the
Corporate and Other segment and third-party clients; (2) International Asset Management and Accumulation, which provides
retirement products and services, annuities, long-term mutual funds and life insurance through subsidiaries and joint ventures
in various countries; and (3) Life and Health Insurance, which provides life insurance, health insurance as well as specialty
benefits in the U.S. We also have a Corporate and Other segment, which consists of the assets and activities that have not
been allocated to any other segment.

We were organized as an individual life insurer in 1879, formed a mutual insurance holding company in 1998, and
Principal Financial Group, Inc. was organized on April 18, 2001, as a Delaware business corporation. Under the terms of
Principal Mutual Holding Company’s Plan of Conversion, Principal Mutual Holding Company converted from a mutual
insurance holding company to a stock company subsidiary of Principal Financial Group, Inc., effective October 26, 2001, when
we completed our initial public offering.

The principal executive office for Principal Financial Group, Inc. is located at 711 High Street, Des Moines, lowa 50392,
and the telephone number is (515) 247-5111.
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Recent Development

Pending Acquisition of WM Advisors, Inc.

On July 25, 2006, we entered into a stock purchase agreement with Washington Mutual, Inc., a Washington corporation,
and New American Capital, Inc., a Delaware corporation, pursuant to which we will acquire all outstanding capital stock of WM
Advisors, Inc., a Washington corporation (“WMA”), and its two subsidiaries, WM Funds Distributor, Inc. and WM Shareholder
Services, Inc., in exchange for approximately $740 million. The purchase price is subject to an adjustment at and after the
closing based on (i) certain declines in revenues from services of WMA and its subsidiaries and (ii) certain decreases of
revenues from services of WMA and its subsidiaries during a period of time following the closing.

The closing of the transaction, which is currently expected to occur in the fourth quarter of 2006, is subject to various
conditions, including (i) the expiration or early termination of the waiting period under the Hart-Scott-Rodino
Antitrust Improvements Act of 1976, as amended, (ii) approvals by the shareholders of certain funds sponsored by WMA or its
affiliates, and (iii) other customary conditions to closing, including the execution and delivery of certain related transaction
documents.

We will use all or substantially all of the net proceeds from this offering to fund a portion of the purchase price for our
pending acquisition of WMA. The remainder of the net proceeds, if any, will be used for general corporate purposes.

S-4
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RISK FACTORS

In considering whether to purchase the Notes, you should carefully consider the information included or incorporated by
reference in this prospectus supplement. In particular, you should carefully consider the factors listed in “Forward-Looking
Statements” as well as the “Risk Factors” contained in our Annual Report on Form 10-K for the year ended December 31, 2005
which is incorporated by reference herein. In addition you should consider the following risk factors relating to the Notes:

The Senior Indenture Does Not Limit the Amount of Indebtedness That We or Our Subsidiaries Can Issue.

The Senior Indenture does not limit the amount of unsecured indebtedness (including under the Senior Indenture) or secured
indebtedness that we or our subsidiaries can issue, except, with respect to secured indebtedness, to the extent set forth under the
caption “Description of the Debt Securities — Limitation upon Liens” in the accompanying prospectus. The Notes will be our senior
unsecured and unsubordinated obligations and will rank equally in right of payment with all of our existing and future senior
indebtedness and senior to all of our existing and future subordinated indebtedness. As of June 30, 2006, Principal Financial
Group, Inc. had no senior indebtedness that would have ranked equally in right of payment with the Notes. In addition, the Notes
will be subordinated to any future secured indebtedness we issue, to the extent of the assets securing such indebtedness. As of
June 30, 2006, Principal Financial Group, Inc. had no secured indebtedness outstanding.

The Subsidiary Guarantee will be a senior unsecured and unsubordinated obligation of Principal Financial Services, Inc. and
will rank equally in right of payment with all of its existing and future senior indebtedness and senior to all of its existing and future
subordinated indebtedness. As of June 30, 2006, Principal Financial Services, Inc. had approximately $464 million of senior
indebtedness that would have ranked equally in right of payment with the Subsidiary Guarantee. In addition, the Subsidiary
Guarantee will be subordinated to any existing and future secured indebtedness Principal Financial Services, Inc. issues, to the
extent of the assets securing such indebtedness. As of June 30, 2006, Principal Financial Services, Inc. had no secured
indebtedness outstanding.

Our Ability to Make Payments on the Notes Depends on Our Ability to Receive Dividends from Our Subsidiaries.

We are an insurance holding company whose assets include all of the outstanding shares of common stock of Principal
Financial Services, Inc. Principal Financial Services, Inc., an lowa business corporation and the Subsidiary Guarantor, is an
intermediary holding company whose assets include all of the outstanding shares of Principal Life and other subsidiaries. Principal
Financial Services, Inc.’s ability to pay dividends and meet its obligations, including paying any debt service, including with respect
to the Subsidiary Guarantee, depends upon the receipt of dividends from Principal Life. lowa insurance laws impose limitations on
the ability of Principal Life to pay dividends. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Liquidity and Capital Resources — Dividends from Principal Life” in our Annual Report on Form 10-K for the year
ended December 31, 2005. Our ability to pay dividends and meet our obligations, including paying operating expenses and any
debt service, including with respect to the Notes, depends upon the receipt of dividends from Principal Financial Services, Inc. and
our other subsidiaries. However, Principal Financial Services, Inc. and each of our other subsidiaries are legally distinct entities
and, while Principal Financial Services, Inc. will guarantee payments on the Notes, such guarantee is subject to risks as described
under “— The Subsidiary Guarantee may be subject to challenge under fraudulent transfer laws.”
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The Notes Will Be Effectively Subordinated to All Existing and Future Liabilities of Our Subsidiaries.

Because we are an insurance holding company, our rights and the rights of our creditors, including the holders of the Notes, to
a share of the assets of any subsidiary upon the liquidation or recapitalization of such subsidiary will be subject to the prior claims
of such subsidiary’s creditors, except to the extent we may be a creditor with recognized claims against such subsidiary.
Accordingly, the Notes will be effectively subordinated to all existing and future liabilities of our subsidiaries, and holders of the
Notes should look only to our assets for payments on the Notes. As of June 30, 2006, our subsidiaries (excluding Principal
Financial Services, Inc.) had approximately $854 million of indebtedness that would have been effectively senior to the Notes.

Because Principal Financial Services, Inc. is an intermediary holding company, the rights of Principal Financial Services, Inc.
and the rights of its creditors, including the holders of the Notes as beneficiaries of the Subsidiary Guarantee, to a share of the
assets of any subsidiary upon the liquidation or recapitalization of such subsidiary will be subject to the prior claims of such
subsidiary’s creditors, except to the extent Principal Financial Services, Inc. may be a creditor with recognized claims against such
subsidiary. Accordingly, the Subsidiary Guarantee will be effectively subordinated to all existing and future liabilities of its
subsidiaries, and the holders of the Notes as beneficiaries of the Subsidiary Guarantee should only look to the assets of Principal
Financial Services, Inc. for payment on the Subsidiary Guarantee. As of June 30, 2006, the subsidiaries of Principal Financial
Services, Inc. had approximately $854 million of indebtedness that would have been effectively senior to the Subsidiary Guarantee.

There Is No Public Market for the Notes, so You May Be Unable to Sell the Notes.

The Notes are a new series of securities for which there is currently no public market. Consequently, the notes may be
relatively illiquid, and you may be unable to sell your Notes, or if you are able to sell your Notes, we cannot assure you as to the
price at which you will able to sell them. Future trading prices of the Notes will depend on many factors, including, among other
things, prevailing interest rates, economic conditions, our financial condition and the market for similar securities. We do not intend
to apply for listing of the Notes on any securities exchange or for the inclusion of the Notes in any automated quotation system.

The Subsidiary Guarantee May Be Subject to Challenge Under Fraudulent Transfer Laws.

Under U.S. bankruptcy law and comparable provisions of state fraudulent transfer laws, a court could subordinate or void any
guarantee if it found that the guarantee was incurred with actual intent to hinder, delay or defraud creditors or the guarantor did not
receive fair consideration or reasonably equivalent value for the guarantee and the guarantor was any of the following: (i) insolvent
or was rendered insolvent because of the guarantee; (ii) engaged in a business or transaction for which its remaining assets
constituted unreasonably small capital; or (iii) intended to incur, or believed that it would incur, debts beyond its ability to pay at
maturity. To the extent the Subsidiary Guarantee were to be voided as a fraudulent conveyance or held unenforceable for any other
reason, holders of the Notes would cease to have any claim in respect of Principal Financial Services, Inc. and would be solely our
creditors. In that event, the claims of the holders of the Notes against Principal Financial Services, Inc. would be subject to the prior
payment of all liabilities of Principal Financial Services, Inc. There can be no assurance that, after providing for all prior claims,
there would be sufficient assets to satisfy the claims of the holders of the Notes relating to the voided Subsidiary Guarantee.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and copy
any document that we file at the Public Reference Room of the SEC at 100 F Street, N.E., Washington, D.C. 20549. You may
obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. In addition, the SEC
maintains an Internet site at http://www.sec.gov, from which interested persons can electronically access our filings with the SEC,
including the registration statement to which this prospectus supplement relates (including the exhibits and schedules thereto).

The SEC allows us to “incorporate by reference” the information we file with them, which means that we can disclose important
information to you by referring you to those documents. The information incorporated by reference is an important part of this
prospectus supplement, and information that we file later with the SEC prior to the termination of the offering under this prospectus
supplement will automatically update and supersede this information. We incorporate by reference the documents listed below and
all documents we file with the SEC pursuant to Section 13(a), 13(c), 14, or 15(d) of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), prior to the termination of the offering under this prospectus supplement:

(a) Our Current Reports on Form 8-K filed on January 31, 2006; February 9, 2006; March 6, 2006; March 15, 2006;
May 19, 2006; July 26, 2006 (other than those portions furnished under Item 7.01 of Form 8-K); August 1, 2006; and
August 28, 2006;

(b) Our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2006 and June 30, 2006;
(c) Our Annual Report on Form 10-K for the fiscal year ended December 31, 2005; and
(d) Our Proxy Statement filed on March 31, 2006 for the 2006 Annual Meeting of Stockholders.
You may request a free copy of these filings by writing or telephoning the office of the Corporate Secretary, Principal Financial
Group, Inc., 711 High Street, Des Moines, lowa 50392, Telephone: (515) 247-5111.
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RATIO OF EARNINGS TO FIXED CHARGES

The following table shows our ratio of earnings to fixed charges for each of the periods indicated.

For the Six
Months Ended
June 30, For the Years Ended December 31,
2006 2005 2004 2003 2002 2001
Ratio of earnings to fixed charges before interest
credited on investment products 10.9 11.1 9.5 7.5 4.5 3.2
Ratio of earnings to fixed charges 2.3 2.1 2.0 1.9 1.4 1.3

We calculate the ratio of “earnings to fixed charges before interest credited on investment products” by dividing the sum of
income from continuing operations before income taxes (BT), interest expense (1), interest factor of rental expense (IF) less
undistributed income from equity investees (E) by the sum of interest expense (l), interest factor of rental expense (IF) and
dividends on majority-owned subsidiary redeemable preferred securities (non-intercompany) (D). The formula for this ratio is:
(BT+I+IF-E)/(I+IF+D).

We calculate the ratio of “earnings to fixed charges” by dividing the sum of income from continuing operations before income
taxes (BT), interest expense (I), interest factor of rental expense (IF) less undistributed income from equity investees (E) and the
addition of interest credited on investment products (IC) by interest expense (1), interest factor of rental expense (IF), dividends on
majority-owned subsidiary redeemable preferred securities (hon-intercompany) (D) and interest credited on investment products
(IC). The formula for this calculation is: (BT+I+IF-E+IC)/(I1+IF+D+IC). “Interest credited on investment products” includes interest
paid on guaranteed investment contracts, funding agreements and other investment-only pension products. Similar to debt, these
products have a total fixed return and a fixed maturity date.
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CAPITALIZATION

The following table shows our consolidated capitalization as of June 30, 2006 (unaudited) and as adjusted for the sale of the

Notes offered hereby.

As of June 30, 2006

Percent of Total

Percent of Total

%

Actual Capitalization As Adjusted Capitalization(1)
Short-term debt $ 4244 52% $ 424.4
% Senior Notes due — —
Long-term debt 894.2 11.0 894.2
Total debt 1,318.6 16.2
Stockholders’ equity 6,844.7 83.8 6,844.7
Total capitalization $8,163.3 100.0% $ 100.0%

(2) If the Notes offered hereby aggregate between $350 million and $500 million, total debt as a percentage of total capitalization as
of June 30, 2006 would have been between 19.6% and 20.9%, respectively.
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USE OF PROCEEDS

Our net proceeds from this offering are estimated to be approximately $ million after deducting underwriting
discounts and estimated offering expenses. We will use all or substantially all of these net proceeds to fund a portion of the

purchase price for our pending acquisition of WMA. The remainder of the net proceeds, if any, will be used for general corporate
purposes.
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SELECTED FINANCIAL INFORMATION

The following table sets forth certain selected historical consolidated financial information of Principal Financial Group, Inc. We
derived the consolidated financial information (except for amounts referred to as “Other Supplemental Data”) for each of the years
ended December 31, 2005, 2004 and 2003 and as of December 31, 2005 and 2004 from our audited consolidated financial
statements and notes to the financial statements included in our Annual Report on Form 10-K for the year ended December 31,
2005. This selected consolidated financial information should be read in conjunction with and is qualified by reference to these
financial statements and the related notes. We derived the consolidated financial information (except for amounts referred to as
“Other Supplemental Data”) for the years ended December 31, 2002 and 2001 and as of December 31, 2003, 2002 and 2001 from
our audited consolidated financial statements not included or incorporated by reference in this prospectus supplement or the
accompanying prospectus. The selected consolidated financial information as of and for the six months ended June 30, 2006 and
2005 has been derived from the unaudited interim consolidated financial statements included in our Quarterly Report on
Form 10-Q for the six months ended June 30, 2006. The following consolidated statements of operations and consolidated
statements of position data have been prepared in conformity with accounting principles generally accepted in the United States of
America (“US GAAP").

As of or For the Six
Months Ended
June 30, June 30,
2006(1) 2005(1) 2005(1) 2004(1) 2003(1) 2002(1) 2001(1)
(Dollars and shares in millions, except for per share data and as otherwise indicated)

As of or For the Year Ended December 31,

Statement of Operations Data:
Revenues:

Premiums and other considerations $ 2,146.4 $ 1,883.0 $ 3,975.0 $ 3,710.0 $ 3,630.7 $3,877.8 $ 4,094.5
Fees and other revenues 900.1 822.5 1,683.2 1,472.0 1,185.8 950.4 868.2
Net investment income 1,763.8 1,629.9 3,360.7 3,224.0 3,229.4 3,173.1 3,327.6
Net realized/unrealized capital gains (losses) 29.8 8.7 (11.2) (104.8) (63.2) (374.1) (491.9)
Total revenues $ 4,840.1 $ 4,344.1 $ 9,007.7 $ 8,301.2 $ 7,982.7 $7,627.2 $ 7,798.4
Income from continuing operations, net of related
income taxes (benéefits) $ 5127 $ 4285 $ 891.9 $ 700.9 $ 6447 $ 446.4 $ 2498
Income (loss) from discontinued operations, net of
related income taxes(2) — 15.9 271 130.4 105.0 (23.2) 119.7
Income before cumulative effect of accounting
changes 512.7 444.4 919.0 831.3 749.7 423.2 369.5
Cumulative effect of accounting changes, net of
related income taxes(3) — — — (5.7) 3.4) (280.9) (20.7)
Net income $ 5127 $ 4444 $ 919.0 $ 8256 $ 746.3 142.3 358.8
Preferred stock dividends(4) 16.5 — 17.7 — — — —
Net income available to common stockholders $ 496.2 $ 4444 $ 901.3 $ 8256 $ 746.3 $ 1423 $ 358.8
Earnings per Common Share Data(5):
Income from continuing operations, net of related
income taxes:
Basic $ 179 $ 1.45 $ 3.04 $ 224 $ 199 $ 1.27 $ 0.69
Diluted $ 178 $ 1.44 $ 3.02 $ 223 $ 1.98 $ 127 $ 0.69
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Net income:
Basic
Diluted
Common shares outstanding at end of period (in
millions)
Basic weighted-average common shares
outstanding for the period (in millions)
Weighted-average common shares and
potential common shares outstanding for the
period for computation of diluted earnings per
share (in millions)
Cash dividends per share
Statement of Financial Position Data:
Total assets
Long-term debt
Series A preferred stock
Series B preferred stock
Common stock(6)
Additional paid-in capital(7)
Retained earnings (deficit)(8)
Accumulated other comprehensive income
Treasury stock, at cost
Total stockholders’ equity
Other Supplemental Data:
Assets under management ($ in billions)
Number of employees (actual)

As of or For the Six

Months Ended

As of or For the Year Ended December 31,

June 30, June 30,
2006(1) 2005(1) 2005(1) 2004(1) 2003(1) 2002(1) 2001(1)
(Dollars and shares in millions, except for per share data and as otherwise indicated)
$ 1.79 $ 1.50 $ 3.13 $ 2.64 $ 2.29 $ 0.41 $ 0.99
$ 1.78 $ 1.49 $ 3.11 $ 2.62 $ 2.28 $ 0.41 $ 0.99
269.1 279.4 280.6 300.6 320.7 3344 360.1
276.5 295.8 287.9 313.3 326.0 350.2 362.4
279.0 298.2 289.9 314.7 326.8 350.7 362.4
$ — $ — $ 0.65 $ 0.55 $ 0.45 $ 0.25 N/A
$131,429.4 $117,192.6 $127,035.4 $113,798.1 $107,754.4 $89,870.6 $88,350.5
$ 894.2 $ 839.5 $ 898.8 $ 843.5 $ 1,374.3 $ 1,332.5 $ 1,378.4
$ = $ = $ = $ = $ = $ = $ =
0.1 0.1 0.1 — — — —
3.8 3.8 3.8 3.8 3.8 3.8 3.8
8,068.8 7,860.5 8,000.0 7,269.4 7,153.2 7,106.3 7,072.5
2,504.8 1,733.9 2,008.6 1,289.5 630.4 29.4 (29.1)
218.5 1,453.9 994.8 1,313.3 1,171.3 635.8 1475
(3,951.3) (3,200.1) (3,200.1) (2,331.7) (1,559.1) (1,118.1) (374.4)
$ 6,844.7 $ 7,852.1 $ 7,807.2 $ 75443 $ 7,399.6 $ 6,657.2 $ 6,820.3
$ 206.0 $ 181.3 $ 195.2 $ 167.0 $ 144.3 $ 1105 $ 120.2
15,105 14,549 14,507 13,976 14,976 15,038 17,138

(2) Our consolidated financial information for 2001 was affected by the following transactions that affect year-to -year comparability:

¢ On February 1, 2002, we sold our remaining stake of 15.1 million shares of Coventry Health Care. We accounted for our investment in Coventry using the
equity method prior to its sale. Our share of Coventry’s net income was $20.2 million for the year ended December 31, 2001.

« On October 1, 2001, Spectrum Asset Management (“Spectrum”) became an affiliate of Principal Global Investors. The acquisition was accounted for using the
purchase method and the results of operations of the acquired business have been included in our financial statements from the date of acquisition. In October
2002, we purchased the remaining 20% of Spectrum. We included revenues of $11.0 million, $5.9 million and $0.8 million for the years ended December 31,
2003, 2002 and 2001, respectively, in our consolidated results of operations.

« On September 25, 2001, we disposed of all the stock of PT Asuransi Jiwa Principal Indonesia, our subsidiary in Indonesia. We received nominal proceeds,
which resulted in a realized capital loss of $6.7 million in 2001. We included nominal revenues and net loss from our operations in Indonesia in our consolidated
results of operations for the year ended December 31, 2001. We received an additional $1.4 million in 2003 pursuant to the 2001 sale agreement, resulting in a

$0.9 million after-tax realized capital gain.

« On February 15, 2001, we disposed of all of the stock of Principal International Espafia, S.A. de Seguros de Vida, our subsidiary in Spain, for nominal
proceeds, resulting in a realized capital loss of $38.4 million, or $21.0 million net of
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income tax, ceasing our business operations in Spain. We did not include revenues or net income from our operations in Spain in our consolidated results of
operations for the year ended December 31, 2001.

(2) Fordisposals accounted for as discontinued operations, the results of operations (excluding corporate overhead) have been removed from our results of
continuing operations for all periods presented. Corporate overhead allocated to those entities does not qualify for discontinued operations treatment under
Statement of Financial Accounting Standards (“SFAS”) No. 144, Accounting for the Impairment of Disposal of Long-Lived Assets, and therefore is included in
our results of continuing operations for periods prior to disposal.

¢ Principal International Argentina S.A. On July 2, 2004, we closed the sale of Principal International Argentina S.A, our subsidiary in Argentina, and its wholly
owned subsidiaries, Principal Life Compaiia de Seguros, S.A. and Principal Retiro Compafiia de Seguros de Retiro, S.A. Our total after-tax proceeds from the
sale were approximately U.S.$29.2 million.

« Principal Residential Mortgage. Inc. On July 1, 2004, we closed the sale of Principal Residential Mortgage, Inc. to CitiMortgage, Inc. Our total after-tax
proceeds from the sale were approximately U.S.$620.0 million.

« BT Financial Group. On October 31, 2002, we sold substantially all of BT Financial Group to Westpac Banking Corporation (“Westpac”). As of December 31,
2004, we have received proceeds of A$958.9 million Australian dollars (“A$") (U.S.$537.4 million) from Westpac. Our total after-tax proceeds from the sale
were approximately U.S.$890.0 million. This amount includes cash proceeds from Westpac, expected tax benefits, and a gain from unwinding the hedged asset
associated with our investment in BT Financial Group.

(3) The following accounting changes resulted in cumulative effects of accounting changes being recorded:

« For the year ended December 31, 2004, the cumulative effect of accounting change was related to our implementation of Statement of Position 03-1,
Accounting and Reporting by Insurance Enterprises for Certain Nontraditional Long-Duration Contracts and for Separate Accounts.

« For the year ended December 31, 2003, the cumulative effect of accounting change was related to our implementation of Interpretation No. 46, Consolidation of
Variable Interest Entities, in January 2003.

« For the year ended December 31, 2002, the cumulative effect of accounting change was related to our implementation of SFAS No. 142, Goodwill and Other
Intangible Assets.

« For the year ended December 31, 2001, the cumulative effect of accounting change was related to our implementation of SFAS No. 133, Accounting for
Derivative Instruments and Hedging Activities.

(4) On June 16, 2005, we issued 13.0 million shares of non-cumulative perpetual preferred stock. We paid preferred stock dividends of $9.4 million and $8.3 million
on September 30, 2005, and December 31, 2005, respectively.

(5) Earnings per share information for 2001 represents unaudited pro forma earnings per common share for the year ended December 31, 2001. For purposes of
calculating pro forma per diluted share information, weighted-average shares outstanding were used. For the period January 1, 2001 through October 25, 2001,
we estimated 360.8 million common shares were outstanding. This consists of 260.8 million shares issued to eligible policyholders in our demutualization and the
100.0 million shares issued in our initial public offering (“IPO”) which closed on October 26, 2001. For the period October 26, 2001 through December 31, 2001,
actual shares outstanding were used in the weighted-average share calculation.

(6) During 2001, we issued 260.8 million shares of common stock as compensation in the demutualization, 100.0 million shares of common stock in our IPO and
15.0 million shares of common stock as a result of the exercise of over-allotment options granted to underwriters in the IPO. All shares issued have a $0.01 per
share par value.

(7) As of December 31, 2001, represents: a) additional paid-in capital from the demutualization resulting from the reclassification of residual retained earnings of
Principal Mutual Holding Company, net of common stock issued ($5,047.7 million); b) net proceeds, net of common stock issued, from the sale of 100.0 million
shares of common stock in our IPO ($1,752.9 million); c) net proceeds, net of common stock issued, from the exercise of over-allotment options granted to
underwriters in the IPO ($265.2 million); and d) common stock issued and held in a rabbi trust ($6.7 million).

(8) As of December 31, 2001, represents a $29.1 million net loss for the period October 26, 2001 through December 31, 2001. Retained earnings as of October 26,
2001 were reclassified to additional paid-in capital as a result of our demutualization.
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DESCRIPTION OF THE NOTES

The series of Notes offered by this prospectus supplement is a series of “senior debt securities” as described in the
accompanying prospectus. This description supplements the description of the general terms and provisions of the debt securities
found in the accompanying prospectus under “Description of the Debt Securities”.

Capitalized terms used and not otherwise defined below or elsewhere in this prospectus supplement or the accompanying
prospectus are used with the respective meanings given thereto in the Senior Indenture, dated as of October , 2006,
between Principal Financial Group, Inc. and The Bank of New York, as trustee, as will be supplemented by a supplemental
indenture with respect to this offering (as supplemented, the “Senior Indenture”). Any reference to the “Notes” contained in this
prospectus supplement refers to the % Senior Notes due , unless the context indicates otherwise. In this
“Description of the Notes”, references to “Principal”, “we”, “us” and “our” or similar terms only are to Principal Financial Group, Inc.

The Senior Indenture contains negative covenants that apply to us; however, the limitation on liens and the limitation on
consolidation, merger and sale of assets contain important exceptions. See “Description of the Debt Securities — Limitations upon
Liens” and “— Consolidation, Merger and Sale of Assets” in the accompanying prospectus.

General

The Notes initially will be limited to $ aggregate principal amount. We may, without the consent of the holders of the Notes,
increase the principal amount of the Notes in the future, on the same terms and conditions (except that the issue price, the first
interest payment date and the issue date may vary) and with the same CUSIP number as the Notes being offered by this
prospectus supplement. The Notes will be our senior unsecured and unsubordinated obligations and will rank equally in right of
payment with all of our existing and future senior indebtedness and senior to all of our existing and future subordinated
indebtedness.

Principal of, and premium, if any, and interest on the Notes will be payable, and transfers of the Notes will be registrable, at our
office or agency in the Borough of Manhattan, The City of New York. Transfers of the Notes will also be registrable at any of our
other offices or agencies that we may maintain for that purpose. The Notes are to be in denominations of $2,000 or any multiple of
$1,000 in excess thereof. No service charge will be made for any registration of transfer or exchange of Notes, except for any tax or
other governmental charge that may be imposed in connection therewith.

Subsidiary Guarantee

General

Our obligations under the Senior Indenture and the Notes, including payment of principal of, and premium, if any, and interest
on the Notes, will be fully and unconditionally guaranteed by our subsidiary, Principal Financial Services, Inc. (the “Subsidiary
Guarantor”), which is an intermediary holding company whose assets include all of the outstanding shares of our principal operating
companies.

Ranking

The Subsidiary Guarantee will be a senior unsecured and unsubordinated obligation of the Subsidiary Guarantor and will rank
equally in right of payment with all of its existing and future senior indebtedness and senior to all of its existing and future
subordinated indebtedness.
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Modification of the Subsidiary Guarantee

The Subsidiary Guarantee may be modified or amended on the same terms as the Senior Indenture may be modified or
amended as described under “Description of the Debt Securities — Modification and Waiver” in the accompanying prospectus.

Merger or Consolidation of the Subsidiary Guarantor

The Subsidiary Guarantor may merge or consolidate with or into any other person or sell, convey, transfer or otherwise dispose
of all or substantially all of its assets to any person, if (a) (i) in the case of a merger or consolidation, the Subsidiary Guarantor or
Principal Financial Group, Inc. is the surviving person or (ii) in the case of a merger or consolidation where the Subsidiary
Guarantor or Principal Financial Group, Inc. is not the surviving person and in the case of any sale, conveyance, transfer or other
disposition, the resulting, surviving or transferee person is organized and existing under the laws of the United States or a State
thereof or the District of Columbia and such person expressly assumes by supplemental agreement all the obligations of the
Subsidiary Guarantor under the Subsidiary Guarantee, (b) immediately after giving effect to the merger, consolidation, conveyance
or transfer, there exists no event of default under the Senior Indenture, and no event which, after notice or lapse of time or both,
would become such an event of default and (c) the Subsidiary Guarantor shall have delivered to the Trustee an officers’ certificate
and an opinion of counsel each stating that such merger, consolidation, sale, conveyance, transfer or other disposition complies
with the Subsidiary Guarantee and that all conditions precedent therein provided for relating to such transaction have been
complied with. In the event of the assumption by a successor person of the obligations of the Subsidiary Guarantor as provided in
clause (a)(ii) of the immediately preceding sentence, such successor person shall succeed to and be substituted for the Subsidiary
Guarantor thereunder and all such obligations of the Subsidiary Guarantor shall terminate.

Interest; Maturity; No Sinking Fund

Each Note will bear interest from October , 2006, payable semiannually on April 15 and October 15 of each year,
commencing April 15, 2007, to the person in whose name the Note is registered, subject to certain exceptions as provided in the
Senior Indenture, at the close of business on the April 1 or October 1, as the case may be, immediately preceding such April 15 or
October 15. The Notes will bear interest at a rate of % per year. The Notes will mature on , . Interest on the
Notes will be computed on the basis of a 360-day year comprised of twelve 30-day months. The Notes are not subject to any
sinking fund provision.

Optional Redemption

We may redeem the Notes, at our option, at any time (the “Redemption Date”) in whole or from time to time in part at a
redemption price equal to the greater of:

(a) 100% of the principal amount of the Notes being redeemed, or

(b) the sum of the present values of the remaining scheduled payments for principal and interest on the Notes to be
redeemed (not including any portion of such payments of interest accrued as of the Redemption Date) discounted to the
Redemption Date on a semiannual basis (assuming a 360 day year consisting of twelve 30-day months) at the Treasury Rate,
plus basis points, as calculated by an Independent Investment Banker;

plus, in either of the above cases, accrued and unpaid interest on the Notes to be redeemed to, but not including, the
Redemption Date.

If we have given notice as provided in the Senior Indenture and made funds available for the redemption of any Notes called
for redemption on the Redemption Date referred to in that notice, those Notes will cease to bear interest on that Redemption Date.
Any interest accrued to the date
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fixed for redemption will be paid as specified in such notice. We will give written notice of any redemption of any Notes to holders of
the Notes to be redeemed at their addresses, as shown in the security register for the Notes, at least 30 days and not more than
60 days prior to the date fixed for redemption. The notice of redemption will specify, among other items, the date fixed for
redemption, the redemption price and the aggregate principal amount of the Notes to be redeemed.

If we choose to redeem less than all of the Notes, the particular Notes to be redeemed shall be selected by the trustee not
more than 45 days prior to the Redemption Date. The trustee will select the method in its sole discretion, in such manner as it shall
deem appropriate and fair, for the Notes to be redeemed in part.

As used in this prospectus supplement:

“Comparable Treasury Issue” means the United States Treasury security selected by the Independent Investment Banker as
having a maturity comparable to the remaining term of the Notes to be redeemed that would be utilized, at the time of selection and
in accordance with customary financial practice, in pricing new issues of corporate debt securities of comparable maturity to the
remaining term of the Notes.

“Comparable Treasury Price” means with respect to any Redemption Date for the Notes the average of the Reference
Treasury Dealer Quotations for such Redemption Date, after excluding the highest and lowest of such Reference Treasury Dealer
Quotations, or if we obtain fewer than five such Reference Treasury Dealer Quotations, the average of all such quotations.

“Independent Investment Banker” means an independent investment banking institution of national standing appointed by us
that is acceptable to the trustee.

“Reference Treasury Dealer” means each of Goldman, Sachs & Co., Merrill Lynch, Pierce, Fenner & Smith Incorporated,
Morgan Stanley & Co. Incorporated and two other primary U.S government securities dealers (each, a “Primary Treasury Dealer”),
as specified by us; provided that if any of Goldman, Sachs & Co., Merrill Lynch, Pierce, Fenner & Smith Incorporated, Morgan
Stanley & Co. Incorporated or any Primary Treasury Dealer as specified by us shall cease to be a Primary Treasury Dealer, we will
substitute therefor another Primary Treasury Dealer and if we fail to select a substitute within a reasonable period of time, then the
substitute will be a Primary Treasury Dealer selected by the trustee after consultation with us.

“Reference Treasury Dealer Quotations” means, with respect to the Reference Treasury Dealer and any Redemption Date, the
average, as determined by us, of the bid and asked prices for the Comparable Treasury Issue (expressed, in each case, as a
percentage of its principal amount) quoted in writing to us by such Reference Treasury Dealer at 5:00 p.m., New York City time, on
the third business day preceding such Redemption Date.

“Treasury Rate” means the rate per year equal to the semiannual equivalent yield to maturity of the Comparable Treasury
Issue, calculated using a price for the Comparable Treasury Issue (expressed as a percentage of its principal amount) equal to the
Comparable Treasury Price for such Redemption Date. The Treasury Rate shall be calculated on the third business day preceding
the Redemption Date.

Events of Default

In addition to the events of default set forth under “Description of the Debt Securities — Events of Default” in the accompanying
prospectus, each of the following will also constitute an event of default for the Notes:

« default for 30 days in the payment of any interest on the Notes under the Subsidiary Guarantee by the Subsidiary Guarantor;
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« default in the payment of principal of the Notes, or premium, if any, when due under the Subsidiary Guarantee by the
Subsidiary Guarantor;

« default (other than those relating to payment) in the performance, or breach, of any covenant or warranty in the Subsidiary
Guarantee for 90 days after written notice;

« certain events of bankruptcy, insolvency or reorganization with respect to the Subsidiary Guarantor; or

« the Subsidiary Guarantee ceases to be in full force and effect (other than in accordance with its terms) or the Subsidiary
Guarantor denies or disaffirms its obligations under the Subsidiary Guarantee.

Global Securities

The Notes will be issued in the form of one or more global securities that will be deposited with, or on behalf of, the depositary,
The Depository Trust Company (“DTC” or the “depositary”). Interests in the global securities will be issued only in denominations of
$2,000 or multiples of $1,000 in excess thereof. Unless and until it is exchanged in whole or in part for Notes in definitive form, a
global security may not be transferred except as a whole to a nominee of the depositary for the global security, or by a nominee of
the depositary to the depositary or another nominee of the depositary, or by the depositary or any nominee to a successor
depositary or a nominee of the successor depositary.

Same-Day Settlement and Payment

Settlement for the Notes will be made by the underwriters in immediately available funds. So long as the depositary continues
to make same-day settlement available to us, all payments of principal and interest on the Notes will be made by us in immediately
available funds.

The depositary will facilitate same-day settlement for trading in the Notes until maturity, and secondary market trading activity
in the Notes will therefore be required by the depositary to settle in immediately available funds.

Book-Entry System
DTC

Initially, the Notes will be registered in the name of Cede & Co., the nominee of the depositary. Accordingly, beneficial interests
in the Notes will be shown on, and transfers thereof will be effected only through, records maintained by the depositary and its
participants.

The depositary has advised us and the underwriters as follows: the depositary is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
United States Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and
a “clearing agency” registered pursuant to the provisions of Section 17A of the United States Securities Exchange Act of 1934, as
amended. The depositary holds securities that its participants (“Direct Participants”) deposit with the depositary. The depositary
also eliminates the need for physical movement of securities certificates by facilitating the settlement among Direct Participants of
securities transactions, such as transfers and pledges, in deposited securities through electronic computerized book-entry changes
in the Direct Participants’ accounts. Direct Participants include securities brokers and dealers, including the underwriters, banks,
trust companies, clearing corporations, and certain other organizations. The depositary is owned by a number of its Direct
Participants and by the New York Stock Exchange, Inc., the American Stock Exchange, Inc. and the National Association of
Securities Dealers, Inc. Access to the depositary’s book-entry system is also available to others such as securities brokers and
dealers, banks and trust companies that clear
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through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). The rules
applicable to the depositary and its Direct and Indirect Participants are on file with the SEC.

The depositary advises that its established procedures provide that:

 upon our issuance of the Notes, the depositary will credit the accounts of Direct Participants designated by the underwriters
with the principal amounts of the Notes purchased by the underwriters; and

« ownership of interests in the global securities will be shown on, and the transfer of the ownership will be effected only
through, records maintained by the depositary, the Direct Participants and the Indirect Participants.

The laws of some states require that certain persons take physical delivery in definitive form of securities which they own.
Persons required to take physical delivery of securities they own may not be able to purchase beneficial interests in the global
securities.

So long as a nominee of the depositary is the registered owner of the global securities, the nominee for all purposes will be
considered the sole owner or holder of the global securities under the Senior Indenture. Except as provided below, owners of
beneficial interests in the global securities will not be entitled to have Notes registered in their names, will not receive or be entitled
to receive physical delivery of Notes in definitive form and will not be considered the owners or holders thereof under the Senior
Indenture.

Neither we, the Trustee, any paying agent nor the registrar will have any responsibility or liability for any aspect of the records
relating to or payments made on account of beneficial ownership interests in the global securities, or for maintaining, supervising or
reviewing any records relating to those beneficial ownership interests.

Principal, premium and interest payments on the Notes registered in the name of the depositary’s nominee will be made in
immediately available funds to the depositary’s nominee as the registered owner of the global securities. Under the terms of the
Notes, we and the Trustee will treat the persons in whose names the Notes are registered as the owners of those Notes for the
purpose of receiving payment of principal and interest on those Notes and for all other purposes whatsoever. Therefore, neither we,
the Trustee nor any paying agent has any direct responsibility or liability for the payment of principal or interest on the Notes to
owners of beneficial interests in the global securities. The depositary has advised us and the Trustee that its current practice is,
upon receipt of any payment of principal or interest, to credit Direct Participants’ accounts on the payment date in accordance with
their respective holdings of beneficial interests in the global securities as shown on the depositary’s records, unless the depositary
has reason to believe that it will not receive payment on the payment date. Payments by Direct and Indirect Participants to owners
of beneficial interests in the global securities will be governed by standing instructions and customary practices, as is the case with
securities held for the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of the Direct
and Indirect Participants and not of the depositary, the Trustee or us, subject to any statutory requirements that may be in effect
from time to time. Payment of principal and interest to the depositary is our responsibility or the responsibility of the Trustee;
disbursement of those payments to the owners of beneficial interests in the global securities shall be the responsibility of the
depositary and Direct and Indirect Participants.

Notes represented by a global security will be exchangeable for Notes in definitive form of like tenor as the global security in
denominations of $2,000 and in any greater amount that is a multiple of $1,000 in excess thereof if the depositary notifies us that it
is unwilling or unable to continue as depositary for the global security or if at any time the depositary ceases to be a clearing
agency registered under applicable law and a successor depositary is not appointed by us within 90 days or we in our discretion at
any time determine not to require all of the Notes to be represented by a global security and notify the Trustee thereof. Any Notes
that are exchangeable pursuant to the
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preceding sentence are exchangeable for Notes issuable in authorized denominations and registered in such names as the
depositary shall direct. Subject to the foregoing, a global security is not exchangeable, except for a global security or global
securities of the same aggregate denominations to be registered in the name of the depositary or its nominee.

Clearstream and Euroclear have provided us with the following information and neither we nor the underwriters take any
responsibility for its accuracy:

Clearstream

Clearstream is incorporated under the laws of Luxembourg as a professional depositary. Clearstream holds securities for its
participating organizations and facilitates the clearance and settlement of securities transactions between Clearstream participants
through electronic book-entry changes in accounts of Clearstream participants, thereby eliminating the need for physical movement
of certificates. Clearstream provides to Clearstream participants, among other things, services for safekeeping, administration,
clearance and settlement of internationally traded securities and securities lending and borrowing. Clearstream interfaces with
domestic securities markets in several countries. As a professional depositary, Clearstream is subject to regulation by the
Luxembourg Commission for the Supervision of the Financial Sector ( Commission de Surveillance du Secteur Financier ).
Clearstream participants include underwriters, securities brokers and dealers, banks, trust companies, clearing corporations and
certain other organizations and may include the underwriters. Clearstream’s U.S. participants are limited to securities brokers and
dealers and banks. Indirect access to Clearstream is also available to others, such as banks, brokers, dealers and trust companies
that clear through or maintain a custodial relationship with a Clearstream participant either directly or indirectly.

Distributions with respect to Notes held beneficially through Clearstream will be credited to cash accounts of Clearstream
participants in accordance with its rules and procedures, to the extent received by the U.S. depositary for Clearstream.

Euroclear

Euroclear was created in 1968 to hold securities for participants of Euroclear and to clear and settle transactions between
Euroclear participants through simultaneous electronic book-entry delivery against payment, thereby eliminating the need for
physical movement of certificates and any risk from lack of simultaneous transfers of securities and cash. Euroclear performs
various other services, including securities lending and borrowing and interacts with domestic markets in several countries.
Euroclear is operated by Euroclear Bank S.A/ N.V. under contract with Euroclear plc, a U.K. corporation. All operations are
conducted by the Euroclear operator, and all Euroclear securities clearance accounts and Euroclear cash accounts are accounts
with the Euroclear operator, not Euroclear plc. Euroclear plc establishes policy for Euroclear on behalf of Euroclear participants.
Euroclear participants include banks, including central banks, securities brokers and dealers and other professional financial
intermediaries and may include the underwriters. Indirect access to Euroclear is also available to other firms that clear through or
maintain a custodial relationship with a Euroclear participant, either directly or indirectly.

The Euroclear operator is a Belgian bank. As such it is regulated by the Belgian Banking and Finance Commission.

Securities clearance accounts and cash accounts with the Euroclear operator are governed by the Terms and Conditions
Governing Use of Euroclear and the related Operating Procedures of the Euroclear System, and applicable Belgian law
(collectively, the “Terms and Conditions”). The Terms and Conditions govern transfers of securities and cash within Euroclear,
withdrawals of securities and cash from Euroclear, and receipts of payments with respect to securities in Euroclear. All securities in
Euroclear are held on a fungible basis without attribution of specific certificates to specific clearance accounts. The Euroclear
operator acts under the Terms and Conditions only on
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behalf of Euroclear participants and has no record of or relationship with persons holding through Euroclear participants.

Distributions with respect to Notes held beneficially through Euroclear will be credited to the cash accounts of Euroclear
participants in accordance with the Terms and Conditions, to the extent received by the U.S. depositary for Euroclear.

Euroclear has further advised us that investors who acquire, hold and transfer interests in the Notes by book-entry through
accounts with the Euroclear operator or any other securities intermediary are subject to the laws and contractual provisions
governing their relationship with their intermediary, as well as the laws and contractual provisions governing the relationship
between such an intermediary and each other intermediary, if any, standing between themselves and the global securities
certificates.

Global Clearance and Settlement Procedures

Secondary market trading between Clearstream participants and/or Euroclear participants will occur in the ordinary way in
accordance with the applicable rules and operating procedures of Clearstream and Euroclear and will be settled using the
procedures applicable to conventional eurobonds in immediately available funds.

Cross market transfers between persons holding directly or indirectly through DTC, on the one hand, and directly or indirectly
through Clearstream participants or Euroclear participants, on the other, will be effected through DTC in accordance with DTC rules
on behalf of the relevant European international clearing system by its U.S. depositary; however, such cross market transactions
will require delivery of instructions to the relevant European international clearing system by the counterparty in such system in
accordance with its rules and procedures and within its established deadlines (European time). The relevant European international
clearing system will, if the transaction meets its settlement requirements, deliver instructions to its U.S. depositary to take action to
effect final settlement on its behalf by delivering or receiving Notes through DTC, and making or receiving payment in accordance
with normal procedures for same day funds settlement applicable to DTC. Clearstream participants and Euroclear participants may
not deliver instructions directly to their respective U.S. depositaries.

Because of time zone differences, credits of Notes received through Clearstream or Euroclear as a result of a transaction with
a DTC participant will be made during subsequent securities settlement processing and dated the business day following the DTC
settlement date. Such credits or any transactions in such Notes settled during such processing will be reported to the relevant
Euroclear participants or Clearstream participants on such business day. Cash received in Clearstream or Euroclear as a result of
sales of Notes by or through a Clearstream participant or a Euroclear participant to a DTC participant will be received with value on
the DTC settlement date but will be available in the relevant Clearstream or Euroclear cash account only as of the business day
following settlement in DTC.

Although DTC, Clearstream and Euroclear have agreed to the foregoing procedures in order to facilitate transfers of Notes
among participants of DTC, Clearstream and Euroclear, they are under no obligation to perform or continue to perform such
procedures and such procedures may be modified or discontinued at any time. Neither we nor the trustee will have any
responsibility for the performance by DTC, Euroclear or Clearstream or their respective direct or indirect participants of their
obligations under the rules and procedures governing their operations.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

The following is a summary of certain material United States federal income tax consequences of the acquisition, ownership,
and disposition of Notes to holders who purchase Notes at their original offering price and hold the Notes as capital assets. This
summary is based upon the Internal Revenue Code of 1986, as amended (the “Code”), the regulations promulgated by the
U.S. Treasury department, rulings and other administrative pronouncements issued by the Internal Revenue Service (the “IRS"),
and judicial decisions, all as currently in effect, and all of which are subject to differing interpretations or to change, possibly with
retroactive effect. This summary is for general information only, and does not purport to discuss all aspects of United States federal
income taxation that may be important to a holder in light of its particular circumstances, or to holders subject to special tax rules
such as:

« financial institutions (including banks);

* insurance companies;

* broker-dealers;

* regulated investment companies;

« persons holding Notes as part of a straddle, hedge, conversion or other integrated transaction;

* non-U.S. holders who are engaged in a trade or business in the United States;

» U.S. persons whose functional currency for United States federal income tax purposes is not the U.S. dollar;
* persons who mark their securities to market for United States federal income tax purposes;

 United States expatriates; and

* persons liable for the alternative minimum tax.

As used herein, the term “U.S. holder” means a beneficial owner of Notes that for United States federal income tax purposes
is:

 an individual citizen or resident of the United States;

« a corporation (including an entity treated as a corporation for United States federal income tax purposes) created or
organized in or under the laws of the United States or of its political subdivisions (including the District of Columbia);

* an estate whose income is subject to United States federal income taxation regardless of its source; or

« any trust if (1) a U.S. court is able to exercise primary supervision over the administration of such trust and one or more
U.S. persons (as defined in the Code) have the authority to control all substantial decisions of the trust or (2) it has a valid
election in place to be treated as a U.S. person.

If an entity or arrangement treated as a partnership for United States federal income tax purposes holds a Note, the United
States federal income tax treatment of a partner generally will depend upon the status of the partner and the activities of the
partnership. A partner of a partnership holding Notes should consult its tax advisor regarding the United States federal income tax
consequences to the partner of the acquisition, ownership and disposition of Notes by the partnership.

THIS SUMMARY IS NOT INTENDED TO BE, NOR SHOULD IT BE CONSTRUED TO BE, LEGAL OR TAX ADVICE TO ANY
PARTICULAR PERSON. YOU ARE URGED TO CONSULT YOUR OWN TAX ADVISOR REGARDING THE FEDERAL, STATE,
LOCAL AND NON-U.S. INCOME AND
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OTHER TAX CONSEQUENCES TO YOU, IN LIGHT OF YOUR PARTICULAR CIRCUMSTANCES, OF ACQUIRING, OWNING,
OR DISPOSING OF NOTES.

Interest Income and Original Issue Discount

The Notes will not be issued with an issue price that is less than their stated redemption price at maturity by more than the
statutory de minimis amount. As a result, the Notes will not be subject to the original issue discount (“OID”) rules, so that
U.S. holders will generally be taxed on the stated interest on the Notes as ordinary income at the time it is paid or accrued in
accordance with the U.S. holder’s regular method of accounting for United States federal income tax purposes.

Sale, Exchange, Retirement or Other Disposition of the Senior Notes

Upon the sale, exchange, retirement or other disposition of a Note, a U.S. holder will generally recognize taxable gain or loss in
an amount equal to the difference between the amount realized by such U.S. holder and such U.S. holder’s adjusted tax basis in
the Notes. Any gain or loss so recognized will generally be capital gain or loss and be long-term capital gain or loss if the
U.S. holder has held the Notes for more than one year at the time of disposition. A reduced tax rate on long-term capital gain may
apply to individual holders. The deductibility of capital losses is subject to limitations.

Non-U.S. Holders

As used herein, a “non-U.S. Holder” is a beneficial owner of a Note that is, for United States federal income tax purposes,
(i) an individual who is classified as a nonresident for United States federal income tax purposes, (ii) a foreign corporation or (iii) a
foreign estate or trust.

Payments received by a non-U.S. holder with respect to the Notes will not be subject to United States withholding tax,
provided that such non-U.S. holder (1) does not actually or constructively hold 10% or more of the combined voting power of all
classes of our stock that are entitled to vote within the meaning of section 871(h)(3) of the Code, (2) is not a controlled foreign
corporation for United States federal income tax purposes that is related to us through stock ownership and (3) complies with
applicable certification requirements relating to its non-U.S. status (including, in general, furnishing an IRS Form W-8BEN or other
applicable Form W-8).

In general, United States federal withholding tax will not apply to any gain or income realized by a non-U.S. holder on the sale,
exchange or other disposition of the Notes.

Backup Withholding and Information Reporting

Unless a U.S. holder is an exempt recipient, such as a corporation, payments under the Notes and the proceeds received from
the sale or other disposition of Notes may be subject to information reporting and may also be subject to United States federal
backup withholding tax at the applicable rate if such U.S. holder fails to supply an accurate taxpayer identification number or
otherwise fails to comply with applicable United States information reporting or certification requirements. Any amounts so withheld
may be allowed as a credit against the holder’s United States federal income tax liability, provided that the required information is
furnished to the IRS.

Information returns will be filed with the IRS in connection with payments on the Notes to non-U.S. holders. A non-U.S. holder
may have to comply with certification procedures to establish that such holder is not a U.S. holder in order to avoid information
reporting and backup withholding tax.
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UNDERWRITING

The Company, the Subsidiary Guarantor and the underwriters for the offering named below have entered into an underwriting
agreement with respect to the Notes. Subject to certain conditions, each underwriter has severally agreed to purchase the principal
amount of Notes indicated in the following table.

Principal Amount
Underwriter of Notes
Goldman, Sachs & Co. $
Merrill Lynch, Pierce, Fenner & Smith Incorporated
Morgan Stanley & Co. Incorporated
Citigroup Global Markets Inc.
Credit Suisse Securities (USA) LLC
UBS Securities LLC
A.G. Edwards & Sons, Inc.
Banc of America Securities LLC
Lehman Brothers Inc.
Wachovia Capital Markets, LLC

Total $

The underwriters are committed to take and pay for all of the Notes being offered, if any are taken.

Notes sold by the underwriters to the public will initially be offered at the public offering price set forth on the cover of this
prospectus supplement. Any Notes sold by the underwriters to securities dealers may be sold at a discount from the public offering
price of up to % of the principal amount of Notes. Any such securities dealers may resell any Notes purchased from the
underwriters to certain other brokers or dealers at a discount from the initial public offering price of up to % of the principal
amount of Notes. If all the Notes are not sold at the public offering price, the underwriters may change the offering price and the
other selling terms.

The Notes are a new issue of securities with no established trading market. We have been advised by the underwriters that the
underwriters intend to make a market in the Notes but are not obligated to do so and may discontinue market making at any time
without notice. No assurance can be given as to the liquidity of the trading market for the Notes.

In connection with the offering, the underwriters may purchase and sell Notes in the open market. These transactions may
include short sales, stabilizing transactions and purchases to cover positions created by short sales. Short sales involve the sale by
the underwriters of a greater number of Notes than they are required to purchase in the offering. Stabilizing transactions consist of
certain bids or purchases made for the purpose of preventing or retarding a decline in the market price of the Notes while the
offering is in progress.

The underwriters also may impose a penalty bid. This occurs when a particular underwriter repays to the underwriters a portion
of the underwriting discount received by it because the representatives have repurchased Notes sold by or for the account of such
underwriter in stabilizing or short covering transactions.

These activities by the underwriters, as well as other purchases by the underwriters for their own accounts, may stabilize,
maintain or otherwise affect the market price of the Notes. As a result, the price of the Notes may be higher than the price that
otherwise might exist in the open market. If these activities are commenced, they may be discontinued by the underwriters at any
time. These transactions may be effected in the over-the -counter market or otherwise.

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a
“Relevant Member State”), each underwriter has represented and
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agreed that with effect from and including the date on which the Prospectus Directive is implemented in that Relevant Member
State (the “Relevant Implementation Date”) it has not made and will not make an offer of Notes to the public in that Relevant
Member State prior to the publication of a prospectus in relation to the Notes which has been approved by the competent authority
in that Relevant Member State or, where appropriate, approved in another Relevant Member State and notified to the competent
authority in that Relevant Member State, all in accordance with the Prospectus Directive, except that it may, with effect from and
including the Relevant Implementation Date, make an offer of Notes to the public in that Relevant Member State at any time:

(a) to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or
regulated, whose corporate purpose is solely to invest in securities;

(b) to any legal entity which has two or more of (1) an average of at least 250 employees during the last financial year,
(2) a total balance sheet of more than € 43,000,000 and (3) an annual net turnover of more than € 50,000,000, as shown in its
last annual or consolidated accounts; or

(c) in any other circumstances which do not require the publication by the issuer of a prospectus pursuant to Article 3 of
the Prospectus Directive.

For the purposes of this provision, the expression an “offer of Notes to the public” in relation to any Notes in any Relevant
Member State means the communication in any form and by any means of sufficient information on the terms of the offer and the
Notes to be offered so as to enable an investor to decide to purchase or subscribe the Notes, as the same may be varied in that
Member State by any measure implementing the Prospectus Directive in that Member State and the expression Prospectus
Directive means Directive 2003/71/ EC and includes any relevant implementing measure in each Relevant Member State.

The Notes are not being offered to the pubic in Switzerland. This document is being communicated in Switzerland to a limited
circle of selected investors only. Each copy of this document is addressed to a specifically named recipient and shall not be passed
on to a third party.

Each underwriter has represented and agreed that:

(a) it has only communicated or caused to be communicated and will only communicate or cause to be communicated an
invitation or inducement to engage in investment activity (within the meaning of Section 21 of the FSMA) received by it in
connection with the issue or sale of the Notes in circumstances in which Section 21(1) of the Financial Services and Markets
Act 2000 (“FSMA") does not apply to us; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it in
relation to the Notes in, from or otherwise involving the United Kingdom.

The Notes may not be offered or sold by means of any document other than (i) in circumstances which do not constitute an
offer to the public within the meaning of the Companies Ordinance (Cap.32, Laws of Hong Kong), or (ii) to “professional investors”
within the meaning of the Securities and Futures Ordinance (Cap.571, Laws of Hong Kong) and any rules made thereunder, or
(iii) in other circumstances which do not result in the document being a “prospectus” within the meaning of the Companies
Ordinance (Cap.32, Laws of Hong Kong), and no advertisement, invitation or document relating to the Notes may be issued or may
be in the possession of any person for the purpose of issue (in each case whether in Hong Kong or elsewhere), which is directed
at, or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under the
laws of Hong Kong) other than with respect to Notes which are or are intended to be disposed of only to persons outside Hong
Kong or only to “professional investors” within the meaning of the Securities and Futures Ordinance (Cap.571, Laws of Hong Kong)
and any rules made thereunder.
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The Notes have not been and will not be registered under the Securities and Exchange Law of Japan (the “Securities and
Exchange Law”) and each underwriter has agreed that it will not offer or sell any Notes, directly or indirectly, in Japan or to, or for
the benefit of, any resident of Japan (which term as used herein means any person resident in Japan, including any corporation or
other entity organized under the laws of Japan), or to others for re-offering or resale, directly or indirectly, in Japan or to a resident
of Japan, except pursuant to an exemption from the registration requirements of, and otherwise in compliance with, the Securities
and Exchange Law and any other applicable laws, regulations and ministerial guidelines of Japan.

This prospectus supplement has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly,
this prospectus supplement and any other document or material in connection with the offer or sale, or invitation for subscription or
purchase, of the Notes may not be circulated or distributed, nor may the Notes be offered or sold, or be made the subject of an
invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor
under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”"), (ii) to a relevant person, or any person
pursuant to Section 275(1A), and in accordance with the conditions, specified in Section 275 of the SFA or (iii) otherwise pursuant
to, and in accordance with the conditions of, any other applicable provision of the SFA.

Where the Notes are subscribed or purchased under Section 275 by a relevant person which is: (a) a corporation (which is not
an accredited investor) the sole business of which is to hold investments and the entire share capital of which is owned by one or
more individuals, each of whom is an accredited investor; or (b) a trust (where the trustee is not an accredited investor) whose sole
purpose is to hold investments and each beneficiary is an accredited investor, shares, debentures and units of shares and
debentures of that corporation or the beneficiaries’ rights and interest in that trust shall not be transferable for 6 months after that
corporation or that trust has acquired the Notes under Section 275 except: (1) to an institutional investor under Section 274 of the
SFA or to a relevant person, or any person pursuant to Section 275(1A), and in accordance with the conditions, specified in
Section 275 of the SFA; (2) where no consideration is given for the transfer; or (3) by operation of law.

We estimate that our share of the total expenses of the offering, excluding underwriting discounts, will be approximately
$350,000.

We and the Subsidiary Guarantor have agreed to indemnify the several underwriters against certain liabilities, including
liabilities under the Securities Act of 1933.

Certain of the underwriters and their respective affiliates have, from time to time, performed, and may in the future perform,
various financial advisory and investment banking services for us and our affiliates, for which they received or will receive
customary fees and expenses.
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VALIDITY OF THE NOTES

The validity of the Notes will be passed upon for us by Debevoise & Plimpton LLP, 919 Third Avenue, New York, New York
10022, and for the underwriters by Pillsbury Winthrop Shaw Pittman LLP, 1540 Broadway, New York, New York 10036-4039. This
statement supersedes the “Legal Opinions” section in the accompanying prospectus.

EXPERTS

The consolidated financial statements of Principal Financial Group, Inc. appearing in Principal Financial Group, Inc.’'s Annual
Report (Form 10-K) for the year ended December 31, 2005 (including schedules appearing therein), and Principal Financial Group,
Inc. management’s assessment of the effectiveness of internal control over financial reporting as of December 31, 2005 included
therein, have been audited by Ernst & Young LLP, independent registered public accounting firm, as set forth in their reports
thereon, included therein, and incorporated herein by reference. Such consolidated financial statements and management'’s
assessment are incorporated herein by reference in reliance upon such reports given on the authority of such firm as experts in
accounting and auditing.
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PROSPECTUS

By this prospectus, we may offer from time to tiogeto $3,000,000,000 of any combination of the g&ea described in this prospect

We will provide specific terms of the geties in supplements to this prospectus. You khoead this prospectus and any supplement
carefully before you invest. A supplement may alsange or update information contained in this jpectus.

We will not use this prospectus to canfgales of any of our securities unless it is &gddo a prospectus supplement.
Unless we state otherwise in a prospesaipplement, we will not list any of these secesitbn any securities exchange.

Neither the Securities and Exchange Cassiom nor any state securities commission has &pgror disapproved of these securities or
determined if this prospectus is truthful or conteld@ hey have not made, nor will they make, angmeination as to whether anyone should

Principal Financial Group, Inc.

Debt Securities
Junior Subordinated Debentures

Preferred Stock
Common Stock

Depositary Shares

Warrants

Purchase Contracts

Purchase Units

Principal Capital |
Principal Capital 11
Principal Capital I11

Preferred Securities Guar anteed
as Described in this Prospectus

and the Accompanying Prospectus Supplement

by Principal Financial Group, Inc.

buy these securities. Any representation to thérapnis a criminal offense.

The date of this prospectus is June 24, 2004
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ABOUT THISPROSPECTUS

This prospectus is part of a registrastaiement that we filed with the Securities andHaxnge Commission utilizing a “shelf”
registration process. Under this shelf processmnag sell the securities described in the prospdotus time to time. This prospectus provides
you with a general description of the securitiesmagy offer. We may also add, update or changenmdtion contained in this prospec
through one or more supplements to this prospeétus statement that we make in this prospectusheilmodified or superseded by any
inconsistent statement made by us in a prospeapement. The rules of the Securities and Exch&uagamission allow us to incorporate by
reference information into this prospectus. Thfsfimation incorporated by reference is consideoeblet a part of this prospectus, and
information that we file later with the Securitisd Exchange Commission will automatically updaie supersede this information. See
“Incorporation by Reference.” You should read bittils prospectus and any prospectus supplementi@geith additional information
described under the heading “Where You Can FindeMiaformation.”

No person has been authorized to giveirdioymation or to make any representations, othen those contained or incorporated by
reference in this prospectus and, if given or madeh information or representation must not biedalpon as having been authorized by
Principal Financial Group, Inc., or any underwritggent, dealer or remarketing firm. Neither thiveey of this prospectus nor any sale made
hereunder shall under any circumstances createglication that there has been no change in tfarafof Principal Financial Group, Inc.
since the date hereof or that the information daethor
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incorporated by reference herein is correct agftane subsequent to the date of such informafitais prospectus does not constitute an «
to sell or a solicitation of an offer to buy anyggties by anyone in any jurisdiction in which buaffer or solicitation is not authorized or in
which the person making such offer or solicitatiomot qualified to do so or to any person to whbis unlawful to make such offer or
solicitation.

Unless otherwise indicated, or the contétrerwise requires, references in this prospecttiBrincipal,” “we,” “us” and “our” or similar
terms are to Principal Financial Group, Inc. asdsitbsidiaries.

FORWARD-LOOKING STATEMENTS

Certain of the statements contained i ghospectus or incorporated by reference aredaivooking statements. These forward-looking
statements are made pursuant to the safe harbgsiors of the Private Securities Litigation RefoAwt of 1995 and include estimates and
assumptions related to economic, competitive agsliive developments. These forward-looking stestets are subject to change and
uncertainty which are, in many instances, beyonccountrol and have been made based upon managesnegpectations and beliefs
concerning future developments and their poteefialct upon us. There can be no assurance thaefdavelopments will be in accordance
with management’s expectations or that the effétutare developments on us will be those antiapdty management. Actual results could
differ materially from those expected by us, depegan the outcome of various factors. These fadtlude:

. a decline or increased volatility in the securitiezrkets could result in investors withdrawing frim markets or decreasi
their rates of investment, either of which coulduee our net income, revenues and assets undegerapat;

. our investment portfolio is subject to several siskhich may diminish the value of our invested tsaead affect our sale
profitability and the investment returns creditedtir customers

. competition from companies that may have greatemitial resources, broader arrays of productsghigttings and strong
financial performance may impair our ability toait existing customers, attract new customers aaidtain our
profitability;

. a downgrade in Principal Life Insurance Comparf{incipal Life”) financial strength ratings mépycrease policy

surrenders and withdrawals, reduce new sales amihigte relationships with distributors and causme of our existing
liabilities to be subject to acceleration, additiboollateral support, changes in terms, or creadioadditional financial

obligations;
. our efforts to reduce the impact of interest itanges on our profitability and surplus may retflective;
. if we are unable to attract and retain sales regmtasives and develop new distribution sourcegssafl our products ar

services may be reduce

. our international businesses face political, legpgrational and other risks that could reducepoofitability in those
businesses

. our reserves established for future policy basefind claims may prove inadequate, requiring isd®@ase liabilities;

. our ability to pay stockholder dividends and magt abligations may be constrained by the limitasiom dividends low

insurance laws impose on Principal Li

. we may need to fund deficiencies in our closextbl(“Closed Block”) assets which benefit only thaders of Closed Block
policies;
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. changes in laws, regulations or accounting statsdaay reduce our profitability;

. litigation and regulatory investigations may hasar financial strength and reduce our profitagpilit

. fluctuations in foreign currency exchange ratedadoeduce our profitability

. applicable laws and our stockholder rights ptaattificate of incorporation and by-laws may disage takeovers and

business combinations that our stockholders mighsicler in their best interes

. a downgrade in our debt ratings may adversely aéfecability to secure funds and cause some okaisting liabilities tc
be subject to acceleration, additional collatesglport, changes in terms, or creation of additidimnancial obligations; an

. the risk factors or uncertainties listed from titodime in any prospectus supplement or any doctiimenrporated into thi
prospectus by referenc
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PRINCIPAL FINANCIAL GROUP, INC.

The Principal Financial Group is a leggprovider of retirement savings, investment arstdiiance products and services with
$149.8 billion in assets under management and appately 15.6 million customers worldwide as of Mar31, 2004.

We provide financial products and sersitteough the following four segments: (1) U.S. étddanagement and Accumulation, which
provides retirement and related financial prodacig services primarily to businesses, their em@syed other individuals and provides asset
management services to our asset accumulationdsssithe life and health insurance operationsCtirporate and Other segment and third-
party clients; (2) International Asset Managemaert Accumulation, which provides retirement prodwaisl services, annuities, long-term
mutual funds and life insurance through subsidsagied joint ventures in various countries; (3) lafed Health Insurance, which provides
individual group life insurance, group health irmwre and individual and group disability insuratiteughout the U.S.; and (4) Mortgage
Banking, which originates and services residemtiaitgage loan products for customers in the U.Snvdeket these products and services
through career agents, brokers, financial instingj employee-benefit consultants, financial plasndirect marketing to existing customers
and a variety of representatives. We also haverpdZate and Other segment, which manages the aspetsenting capital that has not been
allocated to any other segment.

Our life insurance in force, net of reirence, was $136.5 billion as of December 31, 2608,$137.8 billion as of December 31, 2002.
As of December 31, 2003 and 2002, our total inwkassets were $55.6 billion and $49.0 billion, ezsipely; our separate account assets were
$43.4 billion and $33.5 billion, respectively; apdr stockholders’ equity was $7.4 billion and $billion, respectively. Our net income for the
years ended December 31, 2003, 2002 and 2001 wi&s3smillion, $142.3 million, and $358.8 milliorgspectively

On May 12, 2004, we announced a defiaiigreement for the sale of our entire resident@tgage banking business to CitiMortgage,
Inc. Under the terms of the agreement, CitiMortgagkacquire the stock of Principal Residential Myage, Inc. Proceeds from the transaction
are based on a formula, a portion of which is $emsio interest rates. We will attempt to hedge tiortion of the formula. The transaction has
been approved by our board of directors and is&rgeo close in third quarter, 2004, subject tyutatory approval.

When the definitive agreement was sigmeximet the criteria for discontinued operationdarSFAS 144 “Accounting for the
Impairment or Disposal of Long-Lived Assets” forddortgage Banking segment. The carrying amountb®@imajor classes of assets and
liabilities for our Mortgage Banking segment asvidrch 31, 2004 were as follows (in millions):

Assets

Mortgage loan servicing righ $1,746.¢

Mortgage loan: 1,647.¢

Cash and cash equivalel 1,084.

All other asset: 954.¢
Total asset $5,434.(

Liabilities

Long-term debi $1,393.(

Shor-term debi 910.¢

All other liabilities 2,569..
Total liabilities $4,873.(
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In addition, as of March 31, 2004, ouSUAsset Management and Accumulation segment He@D%.6 million of residential mortgage
banking escrow deposits (reported as other ligslii which will be transferred as result of thiesa

Revenues to be reclassified to discoetinoperations, for the three months ended MarcR@14 and 2003, are estimated to be
$259.5 million and $410.7 million, respectively.

Income from continuing operations befim@me taxes to be reclassified to discontinuedaijmns, for the three months ended
March 31, 2004 and 2003, is estimated to be $58lmand $94.0 million, respectively.

This information represents our prelinmnassessment of the impact of the sale on ounriist results, prepared in accordance with
U.S. GAAP. We continue to study the classificatidrcertain income and expense items for potentigllision and/or exclusion as discontini
operations. The ultimate resolution of these densimay change the classification of certain anwprésented herein.

We were organized as an individual lifsurer in 1879, formed a mutual insurance holdmmggany in 1998, and Principal Financial
Group, Inc. was organized on April 18, 2001, astaldare business corporation. Under the termsio€ipal Mutual Holding Companyg’Plar
of Conversion, Principal Mutual Holding Company eerted from a mutual insurance holding company $toak company subsidiary of
Principal Financial Group, Inc., a Delaware bussnesrporation, effective October 26, 2001. All memnghip interests in Principal Mutual
Holding Company were extinguished on that datediggble policyholders received, in aggregate, 8afillion shares of common stock,
$1,177.5 million of cash, and $472.6 million of ijgglcredits as compensation.

In addition, on October 26, 2001, we ctetgd our initial public offering (“IPO”) in whickve issued 100.0 million shares of common
stock at a price of $18.50 per share, prior touth@erwriters’ exercise of the overallotment optibiet proceeds from the IPO were
$1,753.9 million, of which $64.2 million was retathby Principal Financial Group, Inc., and $1,684ilfion was contributed to Principal Life
principally to fund demutualization compensatiorpticyholders receiving cash or policy credits amdover certain expenses related to the
demutualization. Proceeds were net of offeringo$$96.5 million and a related tax benefit of4sthillion.

We are an insurance holding company wihagsets include all of the outstanding shares mifhwon stock of Principal Financial Services,
Inc. Principal Financial Services, Inc., an lowaibess corporation, is an intermediary holding canypwvhose assets include all of the
outstanding shares of Principal Life and other gliages. Principal Financial Services, Inc. issparate and distinct legal entity which has
issued debt securities and may issue in the fatdd&ional debt securities. Although Principal Fioml Services, Inc. may unconditionally
guarantee our obligations with respect to one atersecurities described in this prospectus, it beynable to pay any amounts on such
guarantee or to provide us with funds for our paynobligations on such securities. Principal Finah8ervices, Inc.’s ability to pay dividends
and meet its obligations, including paying any dabtiice, depends upon the receipt of dividends fRwincipal Life. Our ability to pay
dividends and meet our obligations, including pgyaperating expenses and any debt service, depgoasthe receipt of dividends from
Principal Financial Services, Inc. lowa insurareed impose limitations on the ability of Principéfle to pay dividends.

The principal executive office for bothirgipal Financial Group, Inc. and Principal Fine&ervices, Inc. is located at 711 High Street,
Des Moines, lowa 50392, and the telephone numh@iis) 247-5111.

THE PRINCIPAL CAPITAL TRUSTS

We created each trust as a Delawaretstgttrust pursuant to a trust agreement. We wileeinto an amended and restated trust
agreement for each trust, which will state the teamd conditions for the trust to issue and sepieferred securities and common securities.
We will amend and restate each
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trust agreement in its entirety substantially ie tbrm filed as an exhibit to the registration sta¢nt that includes this prospectus. Each trust
agreement will be qualified as an indenture underTtrust Indenture Act of 1939, as amended, whiehrefer to in this prospectus as tHeust
Indenture Act.”

Each trust exists for the exclusive pggmof:

. issuing and selling to the public preferred se@sjtrepresenting undivided beneficial interesth@assets of the tru:

. issuing and selling to us common securities,eepnting undivided beneficial interests in the @sskthe trust,

. using the proceeds from the sale of the prefesemdirities and common securities to acquire aspanding series of junior
subordinated deferrable interest debentures, whehefer to in this prospectus as the “correspanlinior subordinated
debenture”

. distributing the cash payments it receives framdorresponding junior subordinated debenturesiiis to you and the other

holders of preferred securities and us, as theehaficommon securities, al

. engaging in the other activities that are necessanyenient or incidental to these purpo:

Accordingly, the corresponding junior eutinated debentures will be the sole assets df #ast, and payments under the corresponding
junior subordinated debentures and the relatedresepagreement will be the sole revenue of each

We will own all of the common securitiéfseach trust. The common securities of a trudtnaiik equally with, and payments will be
made pro rata with, the preferred securities oftthst, except that if an event of default undé&uat agreement then exists, our rights as holder
of the common securities to payment of distribugiand payments upon liquidation or redemption béllsubordinated to your rights as a
holder of the preferred securities of the truse Sgescription of Preferred Securities — Subordmabf Common Securities.”

Unless we state otherwise in a prospesatpplement, each trust has a term of approximdtelyears. A trust may also terminate earlier.
The trustees of each trust will conduct its bussreesd affairs. As holder of the common securitiesnill initially appoint the trustees. Initially,
the trustees will be:

. Wilmington Trust Company, which will act as progetrustee and as Delaware trustee, and
. Two of our employees or officers or those of affiliates, who will act as administrative trustees

Wilmington Trust Company, as propertystae, will act as sole indenture trustee under gashagreement for purposes of compliance
with the provisions of the Trust Indenture Act. Wihgton Trust Company will also act as trustee utle guarantee and the junior
subordinated indenture pursuant to which we willesthe junior subordinated debentures. See “Ogxnriof Junior Subordinated Debentures”
and “Description of Guarantee by Principal FinahGeoup, Inc. of the Preferred Securities.”

The holder of the common securities tiiat, or the holders of a majority in liquidatipreference of the preferred securities if an event
of default under the trust agreement for the thast occurred and is continuing, will be entitleéppoint, remove or replace the property
trustee and/or the Delaware trustee of the trusti Will not have the right to vote to appoint, reramr replace the administrative trustees. (
we, as the holder of the common securities, wilehthese voting rights. The duties and obligatiofithe trustees are governed by the
applicable trust agreement. We will pay all feed arpenses related to the trusts and the offefitigeopreferred securities and will pay,
directly or indirectly, all ongoing costs, expens@sl liabilities of the trusts, except for paymemiade on the preferred securities or the
common securities, subject to the guarantee.
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The principal executive office of eaadhstris 711 High Street, Des Moines, lowa 50392ertibn: Corporate Secretary and its telephone
number is (515) 247-5111.
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USE OF PROCEEDS

Unless we state otherwise in a prospesatpplement, we intend to use the proceeds frorsaleeof the securities offered by this
prospectus, including the corresponding junior sdimated debentures issued to the trusts in commewfith their investment of all the
proceeds from the sale of preferred securitiesgémeral corporate purposes, including workingtedpiapital expenditures, investments in
subsidiaries, acquisitions and refinancing of detsiuding commercial paper and other short-terdebtedness. We will include a more
detailed description of the use of proceeds ofspecific offering of securities in the prospectupement relating to the offering.

RATIOS OF EARNINGS TO FIXED CHARGES
The following table sets forth, for theays and periods indicated, our ratios of:
. earnings to fixed charges before interest crdditeinvestment products; and

. earnings to fixed charge

We calculate the ratio of “earnings tefl charges before interest credited on investmemucts” by dividing the sum of income from
continuing operations before income taxes (BTerast expense (1), interest factor of rental expéhs) less undistributed income from equity
investees (E) by the sum of interest expensenf@rest factor of rental expense (IF) and dividesrsnajority-owned subsidiary redeemable
preferred securities (non-intercompany) (D). Therfiela for this ratio is: (BT+I+IF-E)/(1+IF+D).

We calculate the ratio of “earnings tefi charges” by dividing the sum of income fromtaauing operations before income taxes (BT),
interest expense (1), interest factor of rentalemge (IF) less undistributed income from equityestees (E) and the addition of interest credited
on investment products (IC) by interest expensdr(igrest factor of rental expense (IF), dividendsamajority-owned subsidiary redeemable
preferred securities (non-intercompany) (D) andriast credited on investment products (IC). Thenfda for this calculation is: (BT+I+IF-
E+IC)/(I+IF+D+IC). “Interest credited on investmgmibducts” includes interest paid on guaranteedstment contracts, funding agreements,
medium-term notes and other investment-only pengioducts. Similar to debt, these products haweal fixed return and a fixed maturity
date.

For the
Three Months
Ended
March 31, For the Year Ended December 31,
2004 2003 2003 2002 2001 2000 1999
Ratio of earnings to fixed charges before intecestlited or
investment product 10.2 8.8 9.5 7.2 5.2 71 7.2
Ratio of earnings to fixed charg 2.3 2.1 2.1 1.8 15 19 21
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DESCRIPTION OF GUARANTEE OF PRINCIPAL FINANCIAL SERVICES, INC.

Principal Financial Services, Inc. map@ntee unconditionally our obligations with redgeany of the following securities as
described in the applicable prospectus supplement:

. senior debt securities,

. subordinated debt securiti¢

. junior subordinated debenturt

. guarantees by Principal Financial Group, Inahefpreferred securities,
. preferred stock

. depositary shares,

. warrants,

. purchase contracts,

. purchase units.

If Principal Financial Services, Inc. gaistees these obligations under any such secusiteesvill tell you in the applicable prospectus
supplement and describe the terms of the guaramteh prospectus supplement. Unless we tell yoeraise in the applicable prospectus
supplement, such guarantee will be an unsecurégadioin of Principal Financial Services, Inc. anidl tve enforceable against Principal
Financial Services, Inc. without any need to finstorce against Principal Financial Group, Inc.

6
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DESCRIPTION OF THE DEBT SECURITIES

We may offer unsecured senior debt seéesror subordinated debt securities. We refehdéosenior debt securities and the subordinated
debt securities together in this prospectus asdblet securities.” The senior debt securities vahk equally with all of our other unsecured,
unsubordinated obligations. The subordinated dedtirities will be subordinate and junior in rigtitpayment to all of our senior debt.

We will issue the senior debt securitteene or more series under an indenture, whichefgr to as the “senior indenture,” to be entered
into between us and The Bank of New York, as teistée will issue subordinated debt securities i@ onmore series under an indenture,
which we refer to as the “subordinated indentubefiveen us and The Bank of New York, as trustee.

We may from time to time without noticg or the consent of, the holders of the debt séesircreate and issue additional debt securities
under the indentures, equal in rank to existing deburities in all respects (or in all respectsegt for the payment of interest accruing prior to
the issue date of the new debt securities, or exoeghe first payment of interest following thesue date of the new debt securities) so that the
new debt securities may be consolidated and fosingle series with existing debt securities andehthe same terms as to status, redemption
and otherwise as existing debt securities.

The following description of the termstbé indentures is a summary. It summarizes ordgetportions of the indentures which we
believe will be most important to your decisioringest in our debt securities. You should keep indnhowever, that it is the indentures, and
not this summary, which define your rights as atelder. There may be other provisions in the iidess which are also important to you.
You should read the indentures for a full desaipf the terms of the debt. The senior indentaktae subordinated indenture are filed as
exhibits to the registration statement that inctuttes prospectus. See “Where You Can Find Morerinétion” for information on how to
obtain copies of the senior indenture and the slibated indenture.

The Debt Securities are Unsecured Obligations

Our debt securities will be unsecuredgatiions and our senior debt securities will beaensed and will rank equally with all of our
other senior unsecured and unsubordinated obliggatids a non-operating holding company, we havsigmificant business operations of our
own. Therefore, we rely on dividends from our imswe company and other subsidiaries as the prirsipace of cash flow to meet our
obligations for payment of principal and interestaur outstanding debt obligations and corporafeeges. Accordingly, the debt securities
will be effectively subordinated to all existingcafuture liabilities of our subsidiaries, and ydwald rely only on our assets for payments on
the debt securities. The payment of dividends taydiral Life is limited under the lowa insurancevka See “Principal Financial Group, Inc.”

Unless we state otherwise in the applepbospectus supplement, the indentures do ndtuisifrom incurring or issuing other secured
or unsecured debt under either of the indenturespother indenture that we may have enteredanemnter into in the future. See “—
Subordination under the Subordinated Indenturd’tar prospectus supplement relating to any offevinsubordinated debt securities.

Terms of the Debt Securities

We may issue the debt securities in armaare series through an indenture that supplentkatsenior indenture or the subordinated
indenture or through a resolution of our boardicdators or an authorized committee of our boardirdctors.

7
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You should refer to the applicable pratpe supplement for the specific terms of the deburities. These terms may include the
following:

. title of the debt securities,

. any limit upon the aggregate principal amount ef ¢gkeries

. maturity date(s) or the method of determiningriegturity date(s),

. interest rate(s) or the method of determiningitiverest rate(s),

. dates on which interest will be payable and cirdamses, if any, in which interest may be defer

. dates from which interest will accrue and thehodtof determining those dates,

. place or places where we may pay principal, paemif any, and interest and where you may prefentiebt securities for

registration or transfer or exchan

. place or places where notices and demands relatitige debt securities and the indentures may oy

. redemption or early payment provisions,

. sinking fund or similar provision:

. authorized denominations if other than denominatioin$1,000

. currency, currencies, or currency units, if othertin U.S. dollars, in which the principal of, priem, if any, and interest ¢

the debt securities is payable, or in which thet deburities are denominate

. any additions, modifications or deletions, in termts of default or covenants of Principal FinahGieoup, Inc. specified i
the indenture relating to the debt securit

. if other than the principal amount of the delstis@ies, the portion of the principal amount of tfkebt securities that is
payable upon declaration of acceleration of maty

. any additions or changes to the indenture rejettina series of debt securities necessary to penfécilitate issuing the
series in bearer form, registrable or not regis¢rals to principal, and with or without interestipons,

. any index or indices used to determine the amolupaypments of principal of and premium, if any,tbe debt securities ar
the method of determining these amou

. whether a temporary global security will be is$a®ad the terms upon which these temporary debrites may be
exchanged for definitive debt securiti

. whether the debt securities will be issued in whaslen part in the form of one or more global séties,

. identity of the depositary for global securiti

. appointment of any paying agent(s),

. the terms and conditions of any obligation or rigietwould have or any option you would have to @ter exchange tr

debt securities into other securities or cash operty of Principal Financial Group, Inc. or anh@t person and any changes
to the indenture to permit or facilitate such casi@n or exchange

. in the case of the subordinated indenture, anyigions regarding subordination,

8
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. whether a Principal Financial Services, Inc. gnéee will apply to such debt securities and, jftee material terms thereof,
and
. any other special terms of such debt securitieslated guarante:

Debt securities may also be issued utigeindentures upon the exercise of warrants avelglupon settlement of purchase contracts.
See “Description of Warrants” and “Description afrfhase Contracts.”

Special Payment Terms of the Debt Securities

We may issue one or more series of dahirties at a substantial discount below theitestgrincipal amount. These may bear no
interest or interest at a rate which at the timessfiance is below market rates. We will describédd States federal tax consequences and
special considerations relating to any series énabplicable prospectus supplement.

The purchase price of any of the debtisges may be payable in one or more foreign ewies or currency units. The debt securities
may be denominated in one or more foreign currsn@ieurrency units, or the principal of, premiuhany, or interest on any debt securities
may be payable in one or more foreign currencieziaency units. We will describe the restrictioakections, United States federal income
considerations, specific terms and other infornmatalating to the debt securities and any foreigmencies or foreign currency units in the
applicable prospectus supplement.

If we use any index to determine the amadf payments of principal of, premium, if any,ioterest on any series of debt securities, we
will also describe in the applicable prospectugpsempent the special United States federal incomeatecounting and other considerations
applicable to the debt securities.

Denominations, Registration and Transfer

We expect to issue most debt securitidally registered form without coupons and in derirmations of $1,000 and any integral multiple
of $1,000. Except as we may describe in the apgkcprospectus supplement, debt securities of argswill be exchangeable for other debt
securities of the same issue and series, in amparéd denominations, of a like tenor and aggeegancipal amount and bearing the same
interest rate.

You may present debt securities for ergleaas described above, or for registration ofsfiemat the office of the security registrar or at
the office of any transfer agent we designatetat purpose. You will not incur a service chargeymu must pay any taxes, assessments and
other governmental charges as described in thefndes. We will appoint the trustees as securitystear under the indentures. We may at any
time rescind the designation of any transfer ageattwe initially designate or approve a changlocation through which the transfer agent
acts. We will specify the transfer agent in thelapble prospectus supplement. We may at any tiesggdate additional transfer agents.

Global Debt Securities

We may issue all or any part of a sesfedebt securities in the form of one or more glddgscurities. We will appoint the depositary
holding the global debt securities. Unless we atfis® state in the applicable prospectus supplententlepositary will be The Depository
Trust Company, or DTC. We will issue global sedesitin registered form and in either temporary efirdtive form. Unless it is exchanged for
individual debt securities, a global security may Ibe transferred except:

. by the depositary to its nominee,
. by a nominee of the depositary to the depositagnother nominee, ¢
. by the depositary or any nominee to a successthreadepositary, or a nominee of the succe:

9
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We will describe the specific terms of thepositary arrangement in the applicable prospestipplement. We expect that the following
provisions will generally apply to these depositarsangements.

Beneficial Interestsin a Global Security

If we issue a global security, the defaogifor the global security or its nominee wilkdit on its book-entry registration and transfer
system the principal amounts of the individual dedturities represented by the global securithecaiccounts of persons that have accounts
with it. We refer to those persons as “participaitghis prospectus. The accounts will be desigddily the dealers, underwriters or agents for
the debt securities, or by us if the debt securitie offered and sold directly by us. Ownershipesfeficial interests in a global security will be
limited to participants or persons who may hol@fasts through participants. Ownership and trassfEbeneficial interests in the global
security will be shown on, and transactions caeffected only through, records maintained by thaliagble depositary or its nominee, for
interests of participants, and the records of gigidints, for interests of persons who hold thropgticipants. The laws of some states require
that you take physical delivery of securities iffimive form. These limits and laws may impair yability to transfer beneficial interests in a
global security.

So long as the depositary or its nomisdhe registered owner of a global security, tapasitary or nominee will be considered the sole
owner or holder of the debt securities represebtetthe global security for all purposes under tidenture. Except as provided below, you:

. will not be entitled to have any of the individwlbt securities represented by the global secregistered in your nam
. will not receive or be entitled to receive physidalivery of any debt securities in definitive faremd
. will not be considered the owner or holder of dedt securities under the indenture.

Payments of Principal, Premium and I nterest

We will make principal, premium, if argnd interest payments on global securities to épositary that is the registered holder of the
global security or its nominee. The depositarytfier global securities will be solely responsible &able for all payments made on account of
your beneficial ownership interests in the gloledwsity and for maintaining, supervising and revifgpany records relating to your benefic
ownership interests.

We expect that the depositary or its m@aj upon receipt of any principal, premium, if aoryinterest payment immediately will credit
participants’ accounts with amounts in proportionheir respective beneficial interests in the gipal amount of the global security as shown
on the records of the depositary or its nominee .a&l§e expect that payments by participants to gewgn owner of a beneficial interest in the
global security held through those participantdl, lné governed by standing instructions and custgrpeactices, as is now the case with
securities held for the accounts of customers ardxeform or registered in “street name.” Thesenpayts will be the responsibility of those
participants.

I ssuance of I ndividual Debt Securities

Unless we state otherwise in the applegabospectus supplement, if a depositary for es@f debt securities is at any time unwilling,
unable or ineligible to continue as depositary wilkappoint a successor depositary or we will ssoudividual debt securities in exchange for
the global security. In addition, we may at anyetiand in our sole discretion, subject to any litiotes described in the prospectus supplement
relating to the debt securities, determine notaweehany debt securities represented by one or giobal securities. If that occurs, we will issue
individual debt securities in exchange for the gladecurity.

10
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Further, we may specify that you mayterms acceptable to us, the trustee and the dapgsieceive individual debt securities in
exchange for your beneficial interest in a glotswsity, subject to any limitations described ia firospectus supplement relating to the debt
securities. In that instance, you will be entitte¢physical delivery of individual debt securitiegual in principal amount to that beneficial
interest and to have the debt securities registergdur name. Unless we otherwise specify, we isdle those individual debt securities in
denominations of $1,000 and integral multiples H0$0.

Payment and Paying Agents

Unless we state otherwise in an applegbbspectus supplement, we will pay principapogmium, if any, and interest on your debt
securities at the office of the trustee for youotdgecurities in the City of New York or at theioff of any paying agent that we may designate.

Unless we state otherwise in an applicable prosgesipplement, we will pay any interest on debtisges to the registered owner of
debt security at the close of business on the dedate for the interest, except in the case ofudifd interest. We may at any time designate
additional paying agents or rescind the designaifamy paying agent. We must maintain a payingnageeach place of payment for the debt
securities.

Any moneys or U.S. government obligati¢insluding the proceeds thereof) deposited withttiustee or any paying agent, or then held
by us in trust, for the payment of the principalmfemium, if any, and interest on any debt segtiniat remain unclaimed for two years after
principal, premium or interest has become due ayalple will, at our request, be repaid to us. Afeggrayment to us, you are entitled to seek
payment only from us as a general unsecured credito

Redemption
Unless we state otherwise in an appleabbspectus supplement, debt securities will eaubject to any sinking fund.

Unless we state otherwise in an applegbbspectus supplement, we may, at our optioremdany series of debt securities after its
issuance date in whole or in part at any time aoohftime to time. We may redeem debt securitiedeimominations larger than $1,000 but only
in integral multiples of $1,000.

Redemption Price

Except as we may otherwise specify indpplicable prospectus supplement, the redemptice for any debt security which we redeem
will equal 100% of the principal amount plus angraed and unpaid interest up to, but excludingréuemption date.

Notice of Redemption

We will mail notice of any redemptiona#bt securities at least 30 days but not more @@astays before the redemption date to the
registered holders of the debt securities at thgiiresses as shown on the security register. Unlkesiefault in payment of the redemption
price, on and after the redemption date interebtc@ase to accrue on the debt securities or tingops called for redemption.

Consolidation, Merger and Sale of Assets

We will not consolidate with or mergedrany other person or convey, transfer or leasassets substantially as an entirety to any
person, and no person may consolidate with or mietgeus, unless:

. we will be the surviving company in any mergeiconsolidation,

. if we consolidate with or merge into another perspoonvey or transfer our assets substantialBnasntirety to any perso
the successor person is an entity organized andlyakisting under the laws of the United Staté&umerica or any state
thereof or the
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District of Columbia, and the successor entity esgly assumes our obligations relating to the sleturities,

. immediately after giving effect to the consolidat merger, conveyance or transfer, there existsvent of default, and no
event which, after notice or lapse of time or betbuld become an event of default, ¢

. other conditions described in the relevant indenare met

This covenant would not apply to the direr indirect conveyance, transfer or lease obafiny portion of the stock, assets or liabilities
of any of our wholly owned subsidiaries to us ootw other wholly owned subsidiaries. In additithns covenant would not apply to any
recapitalization transaction, a change of contfétrincipal Financial Group, Inc. or a highly leaged transaction unless such transaction or
change of control were structured to include a meog consolidation by us or the conveyance, tensf lease of our assets substantially as an
entirety.

Limitationsupon Liens

The indentures provide that neither weany of our restricted subsidiaries, are permjttiibctly or indirectly, to, create, issue, assume
incur, guarantee or become liable with respechioiadebtedness for money borrowed which is sechyeal lien on any of the present or fut
common stock of a restricted subsidiary, unlesglét® securities, and if we so elect, any of ohebtndebtedness ranking at lepati passu
with the debt securities, shall be secured equity ratably with, or prior to, such other securatebtedness for money borrowed so long as it
is outstanding.

When we use the term “restricted subsjdiave mean any subsidiary which is incorporateder the laws of any state of the United
States or of the District of Columbia, and whiclaisegulated insurance company principally engagede or more of the life, annuity,
property and casualty insurance businesses. Howeoeaubsidiary is a restricted subsidiary:

. if the total assets of that subsidiary are less @26 of our total assets and the total assetsrof@nsolidated subsidiarie
including that subsidiary, in each case as sel fontthe most recent fiscal year-end balance sloé#te subsidiary and us
and our consolidated subsidiaries, respectivelgt,Gaomputed in accordance with generally acceptedwading principles, ¢

. if in the judgment of our board of directors,eagédenced by a board resolution, the subsidianptsmaterial to the financial
condition of us and our subsidiaries taken as alav!

M odification and Waiver
Modification

We and the trustee may modify and amerth @ndenture with the consent of the holders miigority in aggregate principal amount of
the series of debt securities affected. Howevemndification or amendment may, without the consérihe holder of each outstanding debt
security affected:

. change the stated maturity of the principal ofaoy installment of interest payable on, any @uiding debt security,

. reduce the principal amount of, or the rate ofredeon or any premium payable upon the redemgifipor the amount ¢
principal of an original issue discount securitgtttvould be due and payable upon a redemption afdrze provable in
bankruptcy, or adversely affect any right of repaptnof the holder of, any outstanding debt secu

. change the place of payment, or the coin or cuyrémevhich any outstanding debt security or theiast on any outstandil
debt security is payabl
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. impair your right to institute suit for the enf@ment of any payment on any outstanding debt gg@iter the stated
maturity or redemption dat

. reduce the percentage of the holders of outstardkig securities necessary to modify or amend pipéicable indenture, t
waive compliance with certain provisions of the laggble indenture or certain defaults and consegeef such defaults or
to reduce the quorum or voting requirements sé¢h fiorthe applicable indentur

. modify any of these provisions or any of the ps@ns relating to the waiver of certain past dégaar certain covenants,
except to increase the required percentage toteffet action or to provide that certain other imns may not be modifie
or waived without the consent of all of the holdefshe debt securities affecte

. modify the provisions with respect to the subpadiion of outstanding subordinated debt securitieésmanner materially
adverse to the holders of such outstanding subatelindebt securities,

. modify the provisions with respect to any outsliag guarantee of any debt securities in a manraenally adverse to the
holders of such outstanding debt securit

Waiver

The holders of a majority in aggregatagpal amount of the outstanding debt securities series may, on behalf of the holders of all
debt securities of that series, waive compliancadwith certain restrictive covenants of the irtdezwhich relate to that series.

The holders of not less than a majoritgggregate principal amount of the outstanding deturities of a series may, on behalf of the
holders of that series, generally waive any paftudeunder the indenture relating to that seriedabt securities and the consequences of such
default. However, a default in the payment of tHagipal of, or premium, if any, or any interest, @my debt security of that series or relatin
a covenant or provision which under the indentetfating to that series of debt security cannot beifired or amended without the consent of
the holder of each outstanding debt security df skaes affected cannot be so waived.

Events of Default

Under the terms of each indenture, ed¢heofollowing constitutes an event of default éoseries of debt securities:

. default for 30 days in the payment of any intevesen due,

. default in the payment of principal, or premiumaify, when due

. default in the performance, or breach, of anyec@ant or warranty in the indenture for 90 daysraftétten notice,

. certain events of bankruptcy, insolvency or reaigation,

. any other event of default described in the apple#oard resolution, guarantee or supplementa&rnnde under which tr

series of debt securities is issu

We are required to furnish the trustee annuallyaistatement as to the fulfillment of our obligas under the indenture. Each inden
provides that the trustee may withhold notice ta gbany default, except in respect of the payneéptrincipal or interest on the debt
securities, if it considers it in the interestdtoé holders of the debt securities to do so.

Effect of an Event of Default

If an event of default exists (other than an ewdrtefault in the case of certain events of bantay)p the trustee or the holders of not |
than 25% in aggregate principal amount of a sefies
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outstanding debt securities may declare the prat@mount, or, if the debt securities are origisalie discount securities, the portion of the
principal amount as may be specified in the terfribat series, of the debt securities of that seiaebe due and payable immediately, by a
notice in writing to us, and to the trustee if givgy holders. Upon that declaration the principalgpecified) amount will become immediately
due and payable. However, at any time after a dstada of acceleration has been made, but befgrdganent or decree for payment of the
money due has been obtained, the holders of rtihes a majority in aggregate principal amourd eéries of outstanding debt securities 1
subject to conditions specified in the indentuescind and annul that declaration.

If an event of default in the case oftaierevents of bankruptcy exists, the principal antaf all debt securities outstanding under the
indentures shall automatically, and without anylaletion or other action on the part of the trusieany holder of such outstanding debt,
become immediately due and payable.

Subject to the provisions of the indentures retatmthe duties of the trustee, if an event of diéfdnen exists, the trustee will be undel
obligation to exercise any of its rights or powensler the indentures (other than the payment ofsamyunts on the debt securities furnished to
it pursuant to the indenture) at your (or any othenson’s) request, order or direction, unlesstyae (or such other person has) offered to the
trustee security or indemnity satisfactory to thestee. Subject to the provisions for the secumitindemnification of the trustee, the holders of
a majority in aggregate principal amount of a seatoutstanding debt securities have the righlitect the time, method and place of
conducting any proceeding for any remedy availabkbe trustee, or exercising any trust or powefewed on the trustee in connection with
the debt securities of that series.

Legal Proceedings and Enforcement of Right to Payment

You will not have any right to institua@y proceeding in connection with the indentureboany remedy under the indentures, unless
you have previously given to the trustee writtetiggoof a continuing event of default with respectiebt securities of that series. In additi
the holders of at least 25% in aggregate prin@pabunt of a series of the outstanding debt seeanitiust have made written request, and
offered security or indemnity satisfactory to thestee, to the trustee to institute that proceedmgyustee, and, within 60 days following the
receipt of that notice, the trustee must not haeeived from the holders of a majority in aggregmatecipal amount of the outstanding debt
securities of that series a direction inconsistétit that request, and must have failed to instithe proceeding. However, you will have an
absolute and unconditional right to receive paynaétihe principal of, premium, if any, and interestthat debt security on or after the due
dates expressed in the debt security (or, in tee chredemption, on or after the redemption dae)to institute a suit for the enforcement of
that payment.

Satisfaction and Discharge

Each indenture provides that when, anathgr things, all debt securities not previouslivdeed to the trustee for cancellation:

. have become due and payable,
. will become due and payable at their stated matwiithin one year, o
. are to be called for redemption within one yeararratrangements satisfactory to the trustee fogiyiag of notice of

redemption by the trustee in our name and at operse

and we deposit or cause to be deposited with tistete, money or United States government obligatisra combination thereof, as trust ful
in an amount (such amount to be certified in treeaz United States government obligations) toufticéent to pay and discharge the entire
indebtedness on the debt securities not previaiediyered to the trustee for cancellation, for phiecipal, and premium, if any, and interest to
the date of the deposit or to the stated maturityedemption date, as the case may be, then teatm will cease to be of further effect, and
we will be deemed to have satisfied and
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discharged the indenture. However, we will contittube obligated to pay all other sums due undeirttlenture and to provide the officers’
certificates and opinions of counsel describedhéihdenture.

Defeasance and Covenant Defeasance

Unless we state otherwise in the applepbospectus supplement, each indenture provigesme may discharge all of our obligations,
other than as to transfers and exchanges andrcettar specified obligations, under any seriethefdebt securities at any time, and that we
may also be released from our obligations descrétmde under “Limitation upon Liens” and “Consotida, Merger and Sale of Assets” and
from certain other obligations, including obligat®imposed by supplemental indentures with redpetiat series, if any, and elect not to
comply with those sections and obligations withengtating an event of default. Discharge under itisé frocedure is called “defeasance” and
under the second procedure is called “covenantdafece.”

Defeasance or covenant defeasance maifdmted only if:

. we irrevocably deposit with the trustee moneyaited States government obligations or a comhbinatiereof, as trust
funds in an amount certified to be sufficient ty pa the respective stated maturities, the prin@pand any premium and
interest on, all outstanding debt securities of feaies

. we deliver to the trustee an opinion of counsehtoeffect that
. the holders of the debt securities of that sexidlsot recognize gain or loss for United Statederal income tax
purposes as a result of the deposit, defeasanceisgithrge or as a result of the deposit and couatefeasance,
and
. the deposit, defeasance and discharge or thesidepal covenant defeasance will not otherwise #itese holders’

United States federal income tax treatment of padcand interest payments on the debt securififisad series

in the case of a defeasance, this opinion mustabedon a ruling of the Internal Revenue Servic drange in United States federal income
tax law occurring after the date of execution & &pplicable indenture, that result would not oaguter current tax law,

. no event of default under the indenture has ocdwarel is continuing

. such defeasance or covenant defeasance does mbinesbreach or violation of, or constitute daddt under, any indentu
or other agreement or instrument for borrowed mdoeyhich we are a party or by which we are bot

. such defeasance or covenant defeasance does mbirréke trust arising from such deposit consitityy an investmer
company within the meaning of the Investment Compact of 1940 unless such trust shall be registemsder the
Investment Company Act of 1940 or exempt from riegigon thereunde

. we deliver to the trustee an officers’ certifie@nd an opinion of counsel, each stating thatamtlitions precedent with
respect to such defeasance or covenant defeasanedben complied with, al

. other conditions specified in the indentures aré

The subordinated indenture will not be dischargedescribed above if we have defaulted in the paymieprincipal of, premium, if an
or interest on any senior debt, as defined belodeufiSubordination under the Subordinated Inderitued that default is continuing or
another event of default on the senior debt thést®and has resulted in the senior debt becomibging declared due and payable prior tc
date it otherwise would have become due and payable
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Conversion or Exchange

We may convert or exchange the debt gegimto common stock or other securities. Ifwe, will describe the specific terms on which
the debt securities may be converted or exchangtteiapplicable prospectus supplement. The colveos exchange may be mandatory, at
your option, or at our option. The applicable pexgtps supplement will describe the manner in witieghshares of common stock or ot
securities you would receive would be convertedxahanged.

Subor dination Under the Subordinated | ndenture

In the subordinated indenture, we have agreedhalttrs of subordinated debt will be deemed to legreed, that any subordinated c
securities are subordinate and junior in right@fmpent to all senior debt to the extent providethensubordinated indenture.

Upon any payment or distribution of asgetcreditors upon any liquidation, dissolutiomneing up, reorganization, assignment for the
benefit of creditors, marshaling of assets or amykbuptcy, insolvency, debt restructuring or simpgeoceeding in connection with our
insolvency or bankruptcy, the holders of seniortdeb first be entitled to receive payment in fulf principal of, premium, if any, and interest
on the senior debt before the holders of subordihdebt securities will be entitled to receiveeiain any payment of the principal of,
premium, if any, or interest on the subordinateblt decurities.

If the maturity of any subordinated deéturities is accelerated, the holders of all seébt outstanding at the time of the acceleration
will first be entitled to receive payment in fulf all amounts due, including any amounts due upmelaration, before you will be entitled to
receive any payment of the principal of, premiuihany, or interest on the subordinated debt seearit

We will not make any payments of printip& premium, if any, or interest on the subord@thdebt securities or for the acquisition of
subordinated debt securities (other than any sinkind payment) if:

. a default in any payment on senior debt then &>
. an event of default on any senior debt resulitinidpe acceleration of its maturity then exists, or
. any judicial proceeding is pending in connectigth default.

When we use the term “debt” we mean, wéipect to any person, whether recourse is tr alportion of the assets of that person and
whether or not contingent:

. every obligation of, or any obligation guarantéscithat person for money borrowed,

. every obligation of, or any obligation guarantdgdthat person evidenced by bonds, debenturéss wo other similar
instruments, including obligations incurred in ceation with the acquisition of property, assetbuasinesses but excluding
the obligation to pay the deferred purchase priGng such property, assets or business if payialfldl within 90 days fror
the date such debt was creat

. every capital lease obligation of that pers
. leases of property or assets made as part of émsd leas-back transaction to which that person is a pariy,
. any amendments, renewals, extensions, modifitamd refundings of any such debt.

The term “debt” does not include tradecamts payable or accrued liabilities arising ie tlidinary course of business.

When we use the term “senior debt” we mtbe principal of, premium, if any, and interestdebt, whether incurred on, prior to, or after
the date of the subordinated indenture, unlesg#taument creating or evidencing that debt or pan$ to which that debt is outstanding states
that those obligations
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are not superior in right of payment to the submaitid debt securities or to other debt which ramksally with, or junior to, the subordinated
debt securities. Interest on this senior debt ohetuinterest accruing on or after the filing of gegition in bankruptcy or for reorganization
relating to Principal Financial Group, Inc., whatbe not the claim for post-petition interest ikoaled in that proceeding.

However, senior debt will not include:

. any debt of Principal Financial Group, Inc. whichem incurred and without regard to any electioneur®kection 1111(b) ¢
the Bankruptcy Code, was without recourse to Ppaidrinancial Group, Inc

. any debt of Principal Financial Group, Inc. toyafi its subsidiaries,

. debt to any employee of Principal Financial Grdug. or any of its subsidiaries,

. any liability for taxes

. indebtedness or other monetary obligations tetieditors or assumed by Principal Financial @rduc. or any of its

subsidiaries in the ordinary course of businesimection with the obtaining of goods, materialsarvices, an

. the subordinated debt securiti

The subordinated indenture does not lihdtamount of additional senior debt that we nmayii. We expect from time to time to incur
additional senior debt.

The subordinated indenture provides Weatmay change the subordination provisions relatrany particular issue of subordinated debt
securities prior to issuance. We will describe engnge in the prospectus supplement relating tsuberdinated debt securities.

Governing Law

The indentures and the debt securitidisd@igoverned by and construed in accordance théHaws of the State of New York, without
regard to conflicts of laws principles thereof.

Concerning the Trustees

The trustee under each indenture willhal the duties and responsibilities of an indemtwstee specified in the Trust Indenture Act.
Neither trustee is required to expend or risk W& dunds or otherwise incur financial liability performing its duties or exercising its rights
powers if it reasonably believes that it is notsm@@ably assured of repayment or adequate indemnity.

Each of the trustees acts as depositarfuhds of, makes loans to, and performs othesices for, us and our subsidiaries in the normal
course of business.
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DESCRIPTION OF JUNIOR SUBORDINATED DEBENTURES

We will issue the junior subordinated eefures in one or more series under a junior sufated indenture to be entered into between us
and Wilmington Trust Company, as debenture trustee.

The following description of the termstbé junior subordinated debentures is a summasgrhmarizes only those terms of the junior
subordinated debentures which we believe will betiraportant to your decision to invest in our pmsubordinated debentures. You should
keep in mind, however, that it is the junior subiwaded indenture, and not this summary, which @efipour rights as a holder of our junior
subordinated debentures. There may be other pomgish the junior subordinated indenture whichase important to you. You should read
the junior subordinated indenture for a full degtioin of the terms of the junior subordinated debess. The junior subordinated indenture is
filed as an exhibit to the registration stateméat includes this prospectus. See “Where You Cad Wore Information” for information on
how to obtain a copy of the junior subordinateckintire.

Ranking of the Junior Subordinated Debentures

Each series of junior subordinated dalrestwill rank equally with all other series of jansubordinated debentures, and will be
unsecured and subordinate and junior in right ghpent, as described in the junior subordinatedntute, to all of our senior debt as define
the junior subordinated indenture, which includiéslebt issued under our senior indenture or subatdd indenture. See “— Subordination.”

As a non-operating holding company, weehao significant business operations of our owhrer&fore, we rely on dividends from our
insurance company and other subsidiaries as theipail source of cash flow to meet our obligatiferspayment of principal and interest on
our outstanding debt obligations and corporate esge Accordingly, the junior subordinated debergtwyill be effectively subordinated to all
existing and future liabilities of our subsidiari@snd you should rely only on our assets for paymen the junior subordinated debentures. The
payment of dividends by Principal Life is limitedder the lowa insurance laws. See “Principal Fir@r@&roup, Inc.”

Unless we state otherwise in the applecabospectus supplement, the junior subordinatddriture does not limit us from incurring or
issuing other secured or unsecured debt undeuttierjsubordinated indenture or any other indentioat we may have entered into or enter
into in the future. See “— Subordination” and thiegpectus supplement relating to any offering cfisées.

Terms of the Junior Subordinated Debentures

We may issue the junior subordinated dalyes in one or more series through an indenhaesupplements the junior subordinated
indenture or through a resolution of our boardicdators or an authorized committee of our boardirdctors.

You should refer to the applicable prasps supplement for the specific terms of the jusithordinated debentures. These may include:

. the title and any limit upon the aggregate ppatiamount,

. the date(s) on which the principal is payable errtiethod of determining those date

. the interest rate(s) or the method of determitivgge interest rate(s),

. the date(s) on which interest will be payablé¢her method of determining these date(s),
. the circumstances in which interest may be defeifeohy,

. the regular record date or the method of detdngithis date,

. the place or places where we may pay principalngum, if any, and interest,
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. conversion or exchange provisions, if any,

. the redemption or early payment provisions,

. the authorized denominatior

. the currency, currencies or currency units incihive may pay the purchase price for, the prinapabremium, if any, and

interest on the junior subordinated debentt

. additions to or changes in the events of defaudtnyrchanges in any of our covenants specifiederjunior subordinate
indenture,
. any index or indices used to determine the amolpagments of principal and premium, if any, or thethod of

determining these amoun

. whether a temporary global security will be isbaed the terms upon which you may exchange a tempglobal security
for definitive junior subordinated debentur

. whether we will issue the junior subordinated debess, in whole or in part, in the form of one coma global securitie:

. the terms and conditions of any obligation ohtigre would have to convert or exchange the jusidrordinated debentures
into preferred securities or other securit

. whether a Principal Financial Services, Inc. gnéee will apply to such junior subordinated debeeg and, if so, the
material terms thereof, ai

. any other special terms of such junior subordinatgsentures or related guaran

Special Payment Terms of the Junior Subordinated Debentures

We may issue junior subordinated debentures abstantial discount below their stated principal amtpbearing no interest or interes
a rate which at the time of issuance is below mamddes. We will describe United States federabine tax consequences and special
considerations relating to any junior subordinatetentures in the applicable prospectus supplement.

The purchase price of any of the junidsardinated debentures may be payable in one o foogign currencies or currency units. The
junior subordinated debentures may be denominatedé or more foreign currencies or currency uwitshe principal of, premium, if any,
interest on any junior subordinated debentures Ineggayable in one or more foreign currencies orenizy units. We will describe the
restrictions, elections, United States federal inedax considerations, specific terms and otherimétion relating to the junior subordinated
debentures and the foreign currency units in thptiegble prospectus supplement.

If we use any index to determine the amatfi payments of principal of, premium, if any,interest on any series of junior subordinated
debentures, we will also describe special UnitedeStfederal income tax, accounting and other densiions relating to the junior
subordinated debentures in the applicable prospettoplement.

Denominations, Registration and Transfer

Unless we state otherwise in the applegabospectus supplement, we will issue the jusidiordinated debentures only in registered
form without coupons in denominations of $25 and iaegral multiple of $25. Junior subordinated eetures of any series will be
exchangeable for other junior subordinated debestaf the same issue and series, of any authadizedimination of a like aggregate principal
amount, of the same original issue date and statgdrity and bearing the same interest rate.

You may present junior subordinated délress for exchange as described above, or fortratien of transfer, at the office of the
securities registrar or at the office of any transfgent we designate for that purpose. You willimcur a service charge but you must pay any
taxes and other
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governmental charges as described in the junioorsiitated indenture. We will appoint the debentanstee as securities registrar under the
junior subordinated indenture. We may at any tigeeind the designation of any transfer agent tkainitially designate or approve a chat

in the location through which the transfer ageit$.aé/e must maintain a transfer agent in each plpayment. We will specify the transfer
agent in the applicable prospectus supplement. eanany time designate additional transfer agents

If we redeem any junior subordinated déiees, neither we nor the debenture trustee willdguired to:

. issue, register the transfer of, or exchange jusidnordinated debentures during a period beginaitige opening of busine
15 days before the day of selection for redemptiothe junior subordinated debentures and enditigeatlose of business
on the day of mailing of the relevant notice ofgegbtion, ol

. transfer or exchange any junior subordinated deestselected for redemption, except for any pontiot redeemed of ar
junior subordinated debenture that is being redeeémeart.

Global Junior Subordinated Debentures

We may issue a series of junior subotgidhaebentures in the form of one or more glob@ibjusubordinated debentures. We will
identify the depositary holding the global juniabsrdinated debentures in the applicable prospettpglement. We will issue global junior
subordinated debentures only in fully registerethfand in either temporary or permanent form. Unles exchanged for an individual junior
subordinated debenture, a global junior subordthdebenture may not be transferred except:

. by the depositary to its nominee,
. by a nominee of the depositary to the depositagnather nominee, «
. by the depositary or any nominee to a successpogitary, or any nominee of the successor.

We will describe the specific terms of thepositary arrangement in the applicable prospextpplement. We expect that the following
provisions will generally apply to these depositarsangements.

Beneficial Interestsin a Global Junior Subordinated Debenture

If we issue a global junior subordinated debenttire depositary for the global junior subordinadetbenture or its nominee will credit
its book-entry registration and transfer systempttiecipal amounts of the individual junior suboraied debentures represented by the global
junior subordinated debenture to the accounts kHgmes that have accounts with it. We refer to thmessons a“participants” in this
prospectus. The accounts will be designated bydaders, underwriters or agents for the junior sdipated debentures, or by us if the junior
subordinated debentures are offered and sold Bidegtus. Ownership of beneficial interests in al@l junior subordinated debenture will be
limited to participants or persons that may hokgiiests through participants. Ownership and trassfEbeneficial interests in the global junior
subordinated debenture will be shown on, and efteonly through, records maintained by the appledepositary or its nominee, for intere
of participants, and the records of participarts,titerests of persons who hold through participanhe laws of some states require that you
take physical delivery of securities in definitifigem. These limits and laws may impair your abililytransfer beneficial interests in a global
junior subordinated debentu

So long as the depositary or its nomisdhe registered owner of the global junior sulrwated debenture, the depositary or the nominee
will be considered the sole owner or holder ofjtiréor
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subordinated debentures represented by the globiarrjsubordinated debenture for all purposes uttdejunior subordinated indenture. Exc
as provided below, you:

. will not be entitled to have any of the individganior subordinated debentures represented byglttgal junior subordinated
debenture registered in your nar

. will not receive or be entitled to receive physidalivery of any junior subordinated debenturedéfinitive form, anc

. will not be considered the owner or holder of jilngior subordinated debenture under the junioosdipated indenture.
Payments of Principal, Premium and I nterest

We will make principal, premium and ir@st payments on global junior subordinated debesttar the depositary that is the registered
holder of the global junior subordinated debenturégs nominee. The depositary for the junior suliaited debentures will be solely
responsible and liable for all payments made owoaaicof your beneficial ownership interests in ¢gfh@bal junior subordinated debenture and
for maintaining, supervising and reviewing any mesorelating to your beneficial ownership interests

We expect that the depositary or its m@aj upon receipt of principal, premium or intesgments, immediately will credit
participants’accounts with amounts in proportion to their resipedeneficial interests in the principal amouhtte global junior subordinate
debenture as shown on the records of the depositaty nominee. We also expect that payments biycgaants to you, as an owner of a
beneficial interest in the global junior subordettiebenture held through those participants,bgiljoverned by standing instructions and
customary practices, as is now the case with seesutield for the accounts of customers in beanen for registered in “street name.” These
payments will be the responsibility of those pédpaats.

I ssuance of I ndividual Junior Subordinated Debentures

Unless we state otherwise in the applegabospectus supplement, if a depositary for eesef junior subordinated debentures is at any
time unwilling, unable or ineligible to continue @spositary, we will issue individual junior subirated debentures in exchange for the global
junior subordinated debenture. In addition, we rabgny time and in our sole discretion, subjectrty limitations described in the prospec
supplement relating to the junior subordinated déles, determine not to have any junior subordithaebentures represented by one or more
global junior subordinated debentures. If that escwe will issue individual junior subordinatecbeéatures in exchange for the global junior
subordinated debenture.

Further, we may specify that you maytenms acceptable to us, the debenture trusteehandkpositary for the global junior
subordinated debenture, receive individual junidradinated debentures in exchange for your beaéfiterest in a global junior subordina
debenture, subject to any limitations describetthénprospectus supplement relating to the juniboetinated debentures. In that instance, you
will be entitled to physical delivery of individualnior subordinated debentures equal in princmabdunt to that beneficial interest and to have
the junior subordinated debentures registered im game. Unless we otherwise specify, those ind&figunior subordinated debentures will
issued in denominations of $25 and integral mdspf $25.

Payment and Paying Agents

Unless we state otherwise in the applegabospectus supplement, we will pay principalpgémium, if any, and interest on your junior
subordinated debentures at the office of the deibentustee or at the office of any paying ageat e may designate.

Unless we state otherwise in the applegabospectus supplement, we will pay any inteoesunior subordinated debentures to the
registered owner of the junior subordinated delreratithe close of
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business on the regular record date for the intesgsept in the case of defaulted interest. We atany time designate additional paying

agents or rescind the designation of any payingtafée must maintain a paying agent in each plagapment for the junior subordinated
debentures.

Any moneys deposited with the debentwrstée or any paying agent, or then held by usist,tfor the payment of the principal of,
premium, if any, and interest on any junior suboatid debenture that remain unclaimed for two yattes the principal, premium or interest

has become due and payable will, at our requestmd to us. After repayment to us, you are lextito seek payment only from us as a
general unsecured creditor.

Redemption
Unless we state otherwise in the applepbospectus supplement, junior subordinated debenwill not be subject to any sinking fund.

We may, at our option, redeem any seariggnior subordinated debentures after its issaatate in whole or in part at any time and from
time to time. We may redeem junior subordinatededélres in denominations larger than $25 but aniptegral multiples of $25.

Redemption Price

Except as we may otherwise specify inapplicable prospectus supplement, the redemptice for any junior subordinated debenture
redeemed will equal any accrued and unpaid intéoasie redemption date, plus the greater of:

. the principal amount, and
. an amount equal t(
. for junior subordinated debentures bearing irsea¢ a fixed rate, the discounted remaining fiagtbunt payments,

calculated as described below,

. for junior subordinated debentures bearing irsedetermined by reference to a floating rate diseounted swap
equivalent payments, calculated as described bt

The discounted remaining fixed amountrpagts will equal the sum of the current valueshefamounts of interest and principal that
would have been payable by us on each interest @atydate after the redemption date and at statédritysof the final payment of principal.
This calculation will take into account any requignking fund payments, but will otherwise assuh@ we have not redeemed the junior
subordinated debenture prior to the stated maturity

The current value of any amount is thespnt value of that amount on the redemption dtge discounting that amount on a monthly,
guarterly or semiannual basis, whichever correspdndhe interest payment date periods of thee@laéries of junior subordinated debentt
from the originally scheduled date for payment. Wik use the treasury rate to calculate this présatue.

The treasury rate is a per annum rafgressed as a decimal and, in the case of UnitadsSTtaeasury bills, converted to a per annum
yield, determined on the redemption date to be#reannum rate equal to the semiannual bond eguivgleld to maturity, adjusted to refle
monthly or quarterly compounding in the case ofgusubordinated debentures having monthly or gubrinterest payment dates for United
States Treasury securities maturing at the statgdnity of the final payment of principal of thenjor subordinated debentures redeemed. We
will determine this rate by reference to the weeklgrage yield to maturity for United States Treasecurities maturing on that stated
maturity if reported in the most recent StatistiRelease H.15(519) of the Board of Governors ofbderal Reserve. If no such securities
mature at the stated maturity, we will determinertite by interpolation between the most recenklyeseverage yields to maturity for two
series of United States Treasury securities, (&)roaturing as close as possible to, but earlie, tiee stated maturity and (2) the other
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maturing as close as possible to, but later thenstated maturity, in each case as publisheceimibst recent Statistical Release H.15(519) of
the Board of Governors of the Federal Reserve.

The discounted swap equivalent paymeiitegual the sum of:

. the current value of the amount of principal tvauld have been payable by us pursuant to thestefrthe junior
subordinated debenture at the stated maturityeofittal payment of the principal of the junior sutioated debentures. This
calculation will take into account any requiredksig fund payments but will otherwise assume thathad not redeemed 1
junior subordinated debenture prior to the statetunity, anc

. the sum of the current values of the fixed ratgrpents that leading interest rate swap dealersdwequire to be paid by an
assumed fixed rate payer having the same creditlisig as ours against floating rate payments tmade by these leading
dealers equal to the interest payments on therjsoioordinated debentures being redeemed, takinoggtount any require
sinking fund payment, but otherwise assuming wer@dedeemed the junior subordinated debentuce frithe stated
maturity, under a standard interest rate swap aggaehaving a notional principal amount equal ®ghincipal amount of
the junior subordinated debentures, a terminataie det at the stated maturity of the junior suinated debentures and
payment dates for both fixed and floating rate paget at each interest payment date of the jumibordinated debentures.
The amount of the fixed rate payments will be baseduotations received by the trustee, or an aggndinted for that
purpose, from four leading interest rate swap dealg if quotations from four leading interesteratvap dealers are not
obtainable, three leading interest rate swap de:

Special Event Redemption

Unless we state otherwise in the applegbospectus supplement, if a special event rejat a series of junior subordinated debentures
then exists, we may, at our option, redeem theseaf junior subordinated debentures in whole notiin part, on any date within 90 days of
the special event occurring. The redemption pridkagual the principal amount of the junior subioated debentures then outstanding plus
accrued and unpaid interest to the date fixedgdemption.

A “special event” means a “tax event’aor‘investment company event.” A “tax event” occwtsen a trust receives an opinion of
counsel experienced in these matters to the dfiattas a result of any amendment to, or chang&iding any announced prospective change
in, the laws or regulations of the United Stateary political subdivision or taxing authority affeng taxation, or as a result of any official
administrative pronouncement or judicial decisioteipreting or applying those laws or regulatiomsich amendment or change is effective or
pronouncement or decision is announced on or #feedate of issuance of the preferred securitiestaist, there is more than an insubstantial
risk that:

. the trust is, or will be within 90 days of that elasubject to United States federal income tax vagipect to income receivi
or accrued on the corresponding series of juniboslinated debenture

. interest payable by us on the series of junitosdinated debentures is not, or within 90 daythaf date, will not be,
deductible, in whole or in part, for United Statederal income tax purposes;

. the trust is, or will be within 90 days of thattd, subject to more than a de minimis amount leérotaxes, duties or other
governmental charge

An “investment company event” occurs wharrespect of a trust, there is a change in lavegulation, or a change in interpretation or
application of law or regulation, by any legisl&iliody, court, governmental agency or regulatotiiaity such that such trust is or will be
considered an “investment company” that is requiceble registered under the Investment CompanyA&840, which change becomes
effective on or after the date of issuance of ttedgured securities of a trust.
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Notice of Redemption

We will mail notice of any redemptionyafur junior subordinated debentures at least 3@ #ay not more than 60 days before the
redemption date to you at your registered addtdskess we default in payment of the redemptionggrim and after the redemption date
interest will cease to accrue on the junior subwatlid debentures or the portions called for rediempt

Option to Extend I nterest Payment Date

If provided in the applicable prospectupplement, we will have the right during the teriany series of junior subordinated debentures
to extend the interest payment period for a spatifiumber of interest payment periods, subjedi¢ddrms, conditions and covenants spec
in the prospectus supplement. However, we may xtehd these interest payments beyond the maturityegunior subordinated debentures.
We will describe the United States federal incomedonsequences and special considerations retatiagy junior subordinated debentures in
the applicable prospectus supplement.

If we exercise this right, during theengion period we and our subsidiaries may not:

. declare or pay any dividends or distributions @medeem, purchase, acquire or make a liquidg&yment on, any of our
capital stock, o

. make any payment of principal, premium, if anyinterest on or repay, repurchase or redeem alysgeurities that rank
equally with or junior in interest to the juniortmrdinated debentures or make any related guarpatgaents

other than:
. dividends or distributions on our common stc
. redemptions or purchases of any rights pursuaotit@ights plan, or any successor to our rights pdend the declaration of
dividend of these rights in the future, ¢
. payments under any guarant

M odification of Indenture

We and the debenture trustee may, witttmitonsent of the holders of junior subordinateldentures, amend, waive or supplement the
junior subordinated indenture for specified purgesecluding, among other things, curing ambigsitiéefects or inconsistencies. However
action may materially adversely affect the intesedtholders of any series of junior subordinatedehtures or, in the case of corresponding
junior subordinated debentures, the holders ottreesponding series of preferred securities sg &mthey remain outstanding. We may
amend the junior subordinated indenture to mairtteénqualification of the junior subordinated intlele under the Trust Indenture Act.

We and the debenture trustee may, witrctinsent of the holders of not less than a mgjoriprincipal amount of the series of junior
subordinated debentures affected, modify the jusidnordinated indenture in a manner affecting igjfets of the holders of junior subordinated
debentures. However, no modification may, withdet tconsent of the holder of each outstanding justudiordinated debenture affected:

. change the stated maturity of the junior subatdid debentures,
. reduce the principal amount of the junior suboatiéd debentures,
. reduce the rate or, except as permitted by th@jumibordinated indenture and the terms of thesefi junior subordinate

debentures, extend the time of payment of intemaghe junior subordinated debentures

. reduce the percentage of principal amount ofuher subordinated debentures, the holders of whie required to consent
to the modification of the junior subordinated intiee.
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In the case of corresponding junior sdbated debentures, so long as any of the correlipgiseries of preferred securities remain
outstanding:

. no such modification may be made that adversiéécts the holders of the preferred securities,

. no termination of the junior subordinated indentonay occur, an

. no waiver of any debenture event of default onpliance with any covenant under the junior submatid indenture may be
effective,

without the prior consent of the holders of at teamajority of the aggregate liquidation preferent the preferred securities unless the
principal of the corresponding junior subordinatietbentures and all accrued and unpaid interesteondrresponding junior subordinated
debentures have been paid in full and other carditare satisfied.

In addition, we and the debenture trusteg execute, without your consent, any supplenhé@rdanture for the purpose of creating any
new series of junior subordinated debentures.

Debenture Events of Default

Under the terms of the junior subordidatelenture, each of the following constitutes bedgure event of default for a series of junior
subordinated debentures:

. failure for 30 days to pay any interest on theesedf junior subordinated debentures when duegstty) the deferral of ar
due date in the case of an extension pe

. failure to pay any principal or premium, if aron the series of junior subordinated debentureswdue, including at
maturity, upon redemption or by declarati

. failure to observe or perform in any material res@pecified other covenants contained in the jusidbordinated indentu
for 90 days after written notice from the debentuustee or the holders of at least 25% in priricgmaount of the relevant
series of outstanding junior subordinated debest

. our bankruptcy, insolvency or reorganization, or

. any other event of default described in the apple®oard resolution, guarantee or supplementaifde under which tr
series of debt securities is issu

Effect of Event of Default

The holders of a majority in outstandprcipal amount of the series of junior subordétatiebentures have the right to direct the time,
method and place of conducting any proceedingrigrramedy available to the debenture trustee. Bbewture trustee or the holders of not
less than 25% in aggregate outstanding principalenrnof the series of junior subordinated debersturay declare the principal due and
payable immediately upon a debenture event of dtefawthe case of corresponding junior subordidatebentures, if the debenture trustee or
the holders of the corresponding junior subordidatebentures fail to make this declaration, thelérd of at least 25% in aggregate liquidation
preference of the corresponding series of prefeseedrities will have that right.

Waiver of Event of Default

The holders of a majority in aggregatestanding principal amount of the series of jurdobordinated debentures may rescind and annu
the declaration and its consequences if:

. the event of default is other than our non-payneéhe principal of the junior subordinated detoees which has become
due solely by such acceleration and all other evehtlefault have been cured or waived,
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. we have paid or deposited with the debenturgdeua sum sufficient to pay:

. all overdue installments of interest (includingeirgst on overdue installments of interest) andcjpal (and
premium, if any) due other than by acceleratiorl

. certain amounts owing to the debenture truste@gents and counsel.

The holders of a majority in aggregatestanding principal amount of the junior subordéthtiebentures affected by the default may, on
behalf of the holders of all the junior subordimbteebentures, waive any past default and its caresegs, except:

. a default in the payment of principal (or premiudfgny) or interest, an

. a default relating to a covenant or provisionathiinder the junior subordinated indenture caneanbdified or amended
without the consent of the holder of each outstagglinior subordinated debentu

We are required under the junior subatdid indenture to file annually with the junior sutlinated indenture trustee a certificate of
compliance.

Direct Actions by Preferred Securityholders

If a debenture event of default is atttéble to our failure to pay interest or principalthe corresponding junior subordinated debentures
on the date the interest or principal is payabbel, yas a holder of preferred securities, may uistia legal proceeding directly against us or any
guarantor, which we refer to in this prospectua édirect action,” for enforcement of payment tauyaf the principal of or interest on the
corresponding junior subordinated debentures hawipgncipal amount equal to the aggregate liqindaamount of your related preferred
securities.

We may not amend the junior subordinateénture to remove the right to bring a directactvithout the prior written consent of the
holders of all of the preferred securities. If tight to bring a direct action is removed, the aggille issue may become subject to the reporting
obligations under the Securities Exchange Act &41%Ve have the right under the junior subordin@teeénture to set-off any payment made
to you as a holder of preferred securities by usoimection with a direct action. You will not beleto exercise directly any other remedy
available to holders of the corresponding junids@dinated debentures.

You will not be able to exercise direclyy remedies other than those described in theedheg paragraph available to holders of the
junior subordinated debentures unless there hasd®eevent of default under the trust agreen

Consolidation, Merger, Sale of Assets and Other Transactions

We will not consolidate with or mergedrany other corporation or convey, transfer orde@as properties and assets substantially as an
entirety to any person, and no person will consadédvith or merge into us or convey, transfer aséeits properties and assets substantially as
an entirety to us, unless:

. if we consolidate with or merge into another @gtion or convey or transfer our properties argbtsssubstantially as an
entirety to any person, the successor corporasiamganized under the laws of the United Statesgrstate or the District
Columbia, and the successor corporation expresslyraes our obligations relating to the junior sdbwated debenture

. immediately after giving effect to the consolidat merger, conveyance or transfer, there existdabenture event of
default, and no event which, after notice or lapséme or both, would become a debenture evedieédult,
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. in the case of corresponding junior subordinatelentures, the transaction is permitted undereflaged trust agreement or
guarantee and does not give rise to any breaclolation of the related trust agreement or guamréad

. other conditions described in the junior subordddahdenture are me

The general provisions of the junior sulwated indenture do not protect you against aatisns, such as a highly leveraged transaction,
that may adversely affect you.

Satisfaction and Discharge

The junior subordinated indenture prositleat when, among other things, all junior submathd debentures not previously delivered to
the debenture trustee for cancellation:

. have become due and payable
. will become due and payable at their stated matwiithin one year

and we deposit or cause to be deposited with therdare trustee, in trust, an amount in the cugrem@urrencies in which the junior
subordinated debentures are payable sufficienayoapd discharge the entire indebtedness on ther jsmbordinated debentures not previously
delivered to the debenture trustee for cancellafamthe principal, premium, if any, and interestthe date of the deposit or to the stated
maturity, as the case may be, then the junior slibated indenture will cease to be of further efferd we will be deemed to have satisfied
discharged the indenture. However, we will contituée obligated to pay all other sums due undejuhior subordinated indenture and to
provide the officers’ certificates and opinionscoluinsel described in the junior subordinated ingient

Conversion or Exchange

We may convert or exchange the junioosdinated debentures into preferred securitiedlugrasecurities. If so, we will describe the
specific terms on which junior subordinated debmdunay be converted or exchanged in the appligabkpectus supplement. The conver
or exchange may be mandatory, at your option ouabption. The applicable prospectus supplemelhstaite the manner in which the
preferred securities you would receive would beveoted or exchanged.

Subor dination

In the junior subordinated indenture, lveee agreed that any junior subordinated debentuitelse subordinate and junior in right of
payment to all senior debt to the extent providethe junior subordinated indenture.

In case of the pendency of any receinprshsolvency, liquidation, bankruptcy, reorganiaa, arrangement, adjustment, composition or
other judicial proceeding relative to us, the haotdef senior debt will first be entitled to receipayment in full of principal of, premium, if any,
and interest on the senior debt before the holofigimior subordinated debentures or, in the cdsmoesponding junior subordinated
debentures, the property trustee on behalf of tieehns, will be entitled to receive or retain aryment of the principal, premium, if any, or
interest on the junior subordinated debentures.

If the maturity of any junior subordindtdebentures is accelerated, the holders of absdrbt outstanding at the time of the
acceleration will first be entitled to receive pagmhin full of all amounts due, including any amtsudue upon acceleration, before you will be
entitled to receive any payment of the principalps&mium, if any, or interest on the junior subpated debentures.
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We will not make any payments of printip& premium, if any, or interest on the juniobsudinated debentures if:

. a default in any payment on senior debt thentgxis
. an event of default on any senior debt resulitndpe acceleration of its maturity then exists, or
. any judicial proceeding is pending in connectiothve default

When we use the term “debt,” we meanhwispect to any person, whether recourse is tar allportion of the assets of that person and
whether or not contingent:

. every obligation of that person for money borrow

. every obligation of that person evidenced by boddbentures, notes or other similar instrumentduding obligations
incurred in connection with the acquisition of peoly, assets or business

. every reimbursement obligation of that persorhwéspect to letters of credit, bankemsteptances or similar facilities isst
for the account of the persc

. every obligation of that person issued or assunsatieadeferred purchase price of property or sesyibut excluding trac
accounts payable or accrued liabilities arisinthimordinary course of busine

. every capital lease obligation of that persom, an

. every obligation of the type referred to in thi@pfive clauses of another person and all divitkeof another person the
payment of which the person has guaranteed osporssible or liable for, directly or indirectly,dinding as obligor

When we use the term “senior dek mean the principal, premium, if any, and intecgsdebt, whether incurred on, prior to or aftes
date of the junior subordinated indenture, unlasgristrument creating or evidencing that debturspant to which that debt is outstanding
states that those obligations are not superiaght of payment to the junior subordinated debesgwor to other debt which ranks equally with,
or junior to, the junior subordinated debenturagerest on this senior debt includes interest aegron or after the filing of any petition in
bankruptcy or for reorganization relating to PrpadiFinancial Group, Inc., whether or not the clémpost-petition interest is allowed in that
proceeding.

However, senior debt will not include:

. any debt of Principal Financial Group, Inc. whichem incurred and without regard to any electioneur®kection 1111(b) ¢
the Bankruptcy Code, was without recourse to Ppaldrinancial Group, Inc

. any debt of Principal Financial Group, Inc. to arfijts subsidiaries

. debt to any employee of Principal Financial Grdug.,

. any liability for taxes, an

. indebtedness or monetary obligations to tradditmes or assumed by Principal Financial Group, brcany of its

subsidiaries in the ordinary course of businesimection with the obtaining of materials or seegi

As a non-operating holding company, weehao significant business operations of our owreréfore, we rely on dividends from our
insurance company and other subsidiaries as theipail source of cash flow to meet our obligatiferspayment of principal and interest on
our outstanding debt obligations and corporate @ Accordingly, the junior subordinated debergwvill be effectively subordinated to all
existing and future liabilities of our subsidiari@snd you should rely only on our assets
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for payments on the junior subordinated debentures.payment of dividends by Principal Life is Ited under lowa insurance laws. See
“Principal Financial Group, Inc.”

The junior subordinated indenture doedinat the amount of additional senior debt that may incur. We expect from time to time to
incur additional senior debt.

The indenture provides that we may chahgesubordination provisions relating to any mattr issue of junior subordinated debentures
prior to issuance. We will describe any changédegrospectus supplement relating to the juniooslibated debentures.

Governing Law

The junior subordinated indenture andjtiméor subordinated debentures will be governeéihy construed in accordance with the laws
of the State of New York.

Information Concerning the Debenture Trustee

The debenture trustee will have all thée$ and responsibilities of an indenture trusteecified in the Trust Indenture Act. Subject to
those provisions, the debenture trustee is notimredjto exercise any of its powers under the jusidyordinated indenture at your request,
unless you offer reasonable indemnity against tis¢s¢ expenses and liabilities which the trusteghivincur. The debenture trustee is not
required to expend or risk its own funds or incergonal financial liability in performing its dusiéf the debenture trustee reasonably believes
that it is not reasonably assured of repaymentieqaate indemnity.
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DESCRIPTION OF CAPITAL STOCK OF
PRINCIPAL FINANCIAL GROUP, INC.

Our authorized capital stock consist&.6fbillion shares of common stock and 500 millsbrares of preferred stock.

As of June 1, 2004, we had 316,854,54%tanding shares of common stock. Holders of comstock have received a right entitling
them, when the right becomes exercisable, to pgechhares of Series A Junior Participating PredeBteck. See “— Stockholder Right Plan.”
No shares of preferred stock are currently outsten

Common Stock

Holders of common stock are entitleddoeive such dividends as may from time to timedsdaded by our board of directors out of
funds legally available for the payment of suchidiiwds. Holders of common stock are entitled tomwte per share on all matters on which
the holders of common stock are entitled to voté @m not have any cumulative voting rights. Holdgfrsommon stock have no preemptive,
conversion, redemption or sinking fund rights.He tvent of a liquidation, dissolution or winding of Principal Financial Group, Inc., holders
of common stock are entitled to share equally atablty in the assets of Principal Financial Grdap,, if any, remaining after the payment of
all liabilities of Principal Financial Group, Inand the liquidation preference of any outstandiagsor series of preferred stock. The rights
privileges of holders of common stock are subjecrty series of preferred stock that we may issukd future, as described below. Our
common stock is listed on the New York Stock Exafeaander the symbol “PFG”.

Preferred Stock

We will describe the particular terms of any sedépreferred stock and any related guaranteedmptbspectus supplement relating tc
offering.

Our board of directors has the authority to isstedgured stock in one or more series and to fixtheaber of shares constituting any s
series and the voting rights, designations, prefege and qualifications, limitations and restricti@f the shares constituting any series, witl
any further vote or action by our stockholders. ®seiance of preferred stock by our board of dinectould adversely affect the rights of
holders of common stock.

We will fix or designate the rights, peegnces, privileges and restrictions, includingd#imd rights, voting rights, terms of redemption,
retirement and sinking fund provisions and liquidiatpreferences, if any, of a series of prefertedisthrough a certificate of designation
adopted by our board of directors. We will desctleterms, if any, on which shares of any serfggeferred stock are convertible or
exchangeable into common stock in the prospectoslement relating to the offering. The conversiomxchange may be mandatory, at your
option or at our option. The applicable prospesiysplement will state the manner in which the shafecommon stock that you will receive
a holder of preferred stock would be convertedxahanged.

On October 22, 2001 our board of directuthorized the issuance of one right with resfmeetch share of common stock issued
between October 22, 2001 and the distribution ¢egelescribed below). When these rights becomeisabie, holders of the rights will be
entitled to purchase Series A Junior ParticipaBngferred Stock. See “— Stockholder Rights Plan”.

Change of Control Related Provisionsin Our Certificate of I ncorporation and By-L aws, and Delaware L aw

A number of provisions of our certificaitincorporation and by-laws deal with mattersofporate governance and rights of
stockholders. The following discussion is a gensuahmary of selected provisions of our certificafténcorporation and by-laws and
regulatory provisions that might be deemed to fepetential antitakeover effect. These provisiory mave the effect of discouraging a fut
takeover
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attempt which is not approved by our board of daebut which individual stockholders may deenbean their best interests or in which
stockholders may receive a substantial premiunthieir shares over then current market prices. Aesalt, stockholders who might desire to
participate in such a transaction may not havepgoiunity to do so. Such provisions will also renthe removal of the incumbent board of
directors or management more difficult. Some priovis of the Delaware General Corporation Law amdithva insurance laws may also have
an antitakeover effect. The following descriptidrselected provisions of our certificate of incorion and by-laws and selected provisions of
the Delaware General Corporation Law and the lowariance laws are necessarily general and refestoead be made in each case to our
certificate of incorporation and by-laws, which fited as exhibits to the registration statemeat thcludes this prospectus, and to the
provisions of those laws, See “Where You Can FiratéMinformation” for information on where to obtaircopy of our certificate of
incorporation and by-laws.

Unissued Shares of Capital Stock

Common Stock. As of June 1, 2004, we had 316,854,547 outstargtiages of common stock. The remaining shares bbaaed and
unissued common stock are available for futureaissa without additional stockholder approval. Wiiile additional shares are not designe
deter or prevent a change of control, under someaitistances we could use the additional sharesédecvoting impediments or to frustrate
persons seeking to effect a takeover or otherwage gpntrol by, for example, issuing those shamgwrivate placements to purchasers who
might side with our board of directors in opposinpostile takeover bid.

Preferred Stock. Our board of directors has the authority to isstedgured stock in one or more series and to fixiber of shares
constituting any such series and the preferenieiations and relative rights, including dividerights, dividend rate, voting rights, terms of
redemption, redemption price or prices, conversights and liquidation preferences of the sharestituting any series, without any further
vote or action by our stockholders. The existerfcauthorized but unissued preferred stock couldicedbur attractiveness as a target for an
unsolicited takeover bid since we could, for examsue shares of preferred stock to parties wightroppose such a takeover bid or shares
that contain terms the potential acquiror may findttractive. This may have the effect of delaydingreventing a change in control, may
discourage bids for the common stock at a premiuen the market price of the common stock, and nisgisely affect the market price of,
and the voting and other rights of the holdersofnmon stock.

Classified Board of Directors and Removal of Directors. Our certificate of incorporation provides that tlieectors shall be divided into
three classes, as nearly equal in number as pessilh the term of office of each class to be ¢hyears. The classes serve staggered terms,
such that the term of one class of directors espgech year. Any effort to obtain control of ouakof directors by causing the election of a
majority of the board of directors may require mtinee than would be required without a staggeredt&in structure. Our certificate of
incorporation also provides that directors maydraaved only for cause at a meeting of stockholders vote of a majority of the shares then
entitled to vote. This provision may have the dffefcslowing or impeding a change in membershipwfboard of directors that would effect a
change of control.

Restriction on Maximum Number of Directors and Filling of Vacancieson our Board of Directors. Our by-laws provide that the
number of directors shall be fixed and increasedeareased from time to time by resolution of tharld of directors, but the board of directors
shall at no time consist of fewer than three doexctStockholders can only remove a director faisesby a vote of a majority of the shares
entitled to vote, in which case the vacancy calmeslich removal may be filled at such meeting leysfockholders entitled to vote for the
election of the director so removed. Any vacancyhtenboard of directors, including a vacancy résglfrom an increase in the number of
directors or resulting from a removal for cause rght@e stockholders have not filled the vacancyy befilled by a majority of the directors
then in office, although less than a quorum. Ifitheancy is not so filled, it shall be filled byetstockholders at the next annual meeting of
stockholders. The stockholders are not permittddl to
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vacancies between annual meetings except wheratamcy resulted from a removal for cause. Thesgigions give incumbent directors
significant authority that may have the effectiofiting the ability of stockholders to effect a dgg in management.

Advance Notice Requirements for Nomination of Directors and Presentation of New Business at Meetings of Stockholders; Action by
Written Consent. Our by-laws provide for advance notice requiremémtstockholder proposals and nominations foraoe In addition,
under the provisions of both our certificate ofdrmoration and by-laws, action may not be takemvkiten consent of stockholders; rather, any
action taken by the stockholders must be effecteddaly called meeting. The chief executive offjag, under some circumstances, the
president or any vice president, and the boardrettbrs may call a special meeting. These promsimake it more procedurally difficult for a
stockholder to place a proposal or nomination @nntieeting agenda or to take action without a mgeéind therefore may reduce the
likelihood that a stockholder will seek to takeepegndent action to replace directors or seek &lstdader vote with respect to other matters
are not supported by management.

Limitations on Director Liability

Our certificate of incorporation contamgrovision that is designed to limit our direstdrability. Specifically, directors will not bedid
liable to Principal Financial Group, Inc. for moast damages for breach of their fiduciary duty arector, except to the extent that this
limitation on or exemption from liability is not paitted by the Delaware General Corporation Law ang amendments to that law.

The principal effect of the limitation ¢iability provision is that a stockholder is unatib prosecute an action for monetary damages
against a director of Principal Financial Groug;. lanless the stockholder can demonstrate a badlislbility for which indemnification is not
available under the Delaware General Corporatiom. Jéis provision, however, does not eliminateimit director liability arising in
connection with causes of action brought underfeéteral securities laws. Our certificate of incagimn does not eliminate our directors’ duty
of care. The inclusion of this provision in ourtiféazate of incorporation may, however, discouragealeter stockholders or management from
bringing a lawsuit against directors for a breattheir fiduciary duties, even though such an agtibsuccessful, might otherwise have
benefited Principal Financial Group, Inc. and dockholders. This provision should not affect tiaitability of equitable remedies such as
injunction or rescission based upon a directoré&abh of the duty of care.

Our by-laws also provide that we will @dnify our directors and officers to the fullestemt permitted by Delaware law. We are
required to indemnify our directors and officers & judgments, fines, settlements, legal feesathér expenses incurred in connection with
pending or threatened legal proceedings because afirector’s or officer’s position with PrincipBInancial Group, Inc. or another entity that
the director or officer serves at our request, etttfo various conditions, and to advance fundsutadirectors and officers to enable them to
defend against such proceedings. To receive indaration, the director or officer must have beencassful in the legal proceeding or have
acted in good faith and in what was reasonablyeleti to be a lawful manner in the best intere§trofcipal Financial Group, Inc.

Supermajority Voting Regquirement for Amendment of Certain Provisions of our Certificate of I ncorporation and By-Laws. The
provisions of our certificate of incorporation gonieg, among other things the classified board dihector’s discretion in determining what he
or she reasonably believes to be in the best steod Principal Financial Group, Inc., the liatyilof directors and the elimination of
stockholder actions by written consent may notrberaded, altered or repealed unless the amendmappisved by the vote of holders of
three/fourths of the shares then entitled to vonaelection of directors. This requirement exsetb@ majority vote of the outstanding stock
that would otherwise be required by the Delawaradg®a Corporation Law for the repeal or amendméstuch provisions of the certificate of
incorporation. Our by-laws may be amended by trerdbof directors or by the vote of holders of tliifeeirths of the shares then entitled to
vote. These provisions make it more difficult forygperson to remove or amend any provisions that bha antitakeover effect.
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Business Combination Statute. In addition, as a Delaware corporation, we areexilip Section 203 of the Delaware General Corpgm
Law, unless we elect in our certificate of incomgion not to be governed by the provisions of ®&acf03. We have not made that election.
Section 203 can affect the ability of an “interelss¢éockholder” of Principal Financial Group, Ine.eéngage in business combinations, such as
mergers, consolidations or acquisitions of addél@hares of Principal Financial Group, Inc., fgregiod of three years following the time that
the stockholder becomes an “interested stockhdlder ‘interested stockholders defined to include persons owning directly atiiactly 15%
or more of the outstanding voting stock of a cogtion. The provisions of Section 203 are not ajglie in some circumstances, including
those in which (a) the business combination orstaation which results in the stockholder becomimgimterested stockholder” is approved by
the corporation’s board of directors prior to thed the stockholder becomes an “interested stodidndbr (b) the “interested stockholder,”
upon consummation of such transaction, owns at &#% of the voting stock of the corporation outstiag prior to such transaction.

Limitations on Acquisitions of Securities

lowa law prohibits for a period of 5 yedollowing October 26, 2001, the date of distribntof consideration to Principal Life’s
policyholders in exchange for their membershiprieges:

. any person, other than the reorganized compargther than an employee benefit plan or employseefit trust sponsored
by the reorganized company from, directly or indilyy acquiring or offering to acquire the benedicownership of more
than 5% of any class of voting security of the gamized company, ar

. any person, other than the reorganized compamther than an employee benefit plan or employeefiterust sponsore
by the reorganized company, who acquires 5% or robaay class of voting security of the reorganizechpany prior to th
conversion from, directly or indirectly, acquiring offering to acquire the beneficial ownershipadflitional voting securiti¢
of the reorganized compar

unless the acquisition is approved by the Insur@mwamissioner of the State of lowa and by the bo&udirectors of the reorganized compe

By virtue of these provisions, we may betsubject to an acquisition by another compaminduhe 5 years following October 26, 2001,
the date of distribution of consideration to PrpadiLife’s policyholders in exchange for their mesnghip interests.

The insurance holding company and othguriance laws of many states also regulate charigestrol of insurance holding companies,
such as Principal Financial Group, Inc. A changearftrol is generally presumed upon acquisition$@%% or more of voting securities. The
lowa, Arizona and Vermont insurance holding complamys, which are applicable to us require filinggonnection with proposed acquisitit
of control of domestic insurance companies. Theserance holding company laws prohibit a persomfagquiring direct or indirect control
an insurer incorporated in the relevant jurisdictiaithout prior insurance regulatory approval.

Stockholder Rights Plan

Our board of directors has adopted ak$tolder rights plan under which each outstandiragsiof our common stock issued between
October 22, 2001 and the distribution date (asri®et below) is coupled with a stockholder rightteTstockholder rights are attached to the
certificates representing outstanding shares ofnwomstock, and no separate rights certificatesheiltlistributed. Each right entitles the holder
to purchase one one-thousandth of a share of gigsS& Junior Participating Preferred Stock. Eanh one-thousandth of a share of Series A
Junior Participating Preferred Stock have econanit voting terms equivalent to one share of Praddfinancial Group, Inc.’s common stock.
Until it is exercised, the right itself will not &the the holder of the right to any rights as ec&holder, including the right to receive dividera
to vote at stockholder meetings. The descriptiahtarms of
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the rights are found in a rights agreement entertecbetween Principal Financial Group, Inc. andIbtelnvestor Services LLC, as rights
agent. The following description of the rights agrent is a summary. You should read the rightsesgeat for a full description. The rights
agreement is filed as an exhibit to the registrasiatement that includes this prospectus. See f#Weu Can Find More Information.”

Stockholder rights are not exercisabl#l time distribution date and will expire at the@sé of business on October 22, 2011, unless earlie
redeemed or exchanged by us. A distribution dateldvoccur upon the earlier of:

. the tenth day after the first public announcenmr@ommunication to us that a person or grougfifesied or associated
persons (referred to as an acquiring person) hsired beneficial ownership of 10% or more of outstanding common
stock (the date of such announcement or commuait&ireferred to as the stock acquisition time

. the tenth business day after the commencementmuacement of the intention to commence a tender of exchang
offer that would result in a person or group beaayran acquiring perso

If any person becomes an acquiring person, eaalehof a stockholder right will be entitled to esige the right and receive, instead of
Series A Junior Participating Preferred Stock, camrstock or, in some circumstances, cash, a restutipurchase price, property or other
securities of Principal Financial Group, Inc., maya value equal to two times the purchase pri¢heottockholder right. All stockholder rights
that are beneficially owned by an acquiring persoits transferee will become null and void.

If at any time after a public announcetrteas been made or Principal Financial Group, lias.received notice that a person has become
an acquiring person:

. Principal Financial Group, Inc. is acquired in argez or other business combination
. 50% or more of Principal Financial Group, In@ssets, cash flow or earning power is sold or feared,

each holder of a stockholder right, except righttéclv previously have been voided as described ahwallehave the right to receive, upon
exercise, common stock of the acquiring companyngga value equal to two times the purchase pricheoright.

The purchase price payable, the numbenefone-thousandth of a share of Series A Jumidicihating Preferred Stock or other
securities or property issuable upon exerciseaufktolder rights and the number of such rightstanting, are subject to adjustment from t
to time to prevent dilution. Except as providedtia rights agreement, no adjustment in the purcpase or the number of shares of Series A
Junior Participating Preferred Stock issuable ugxarcise of a stockholder right will be requirediluthe cumulative adjustment would require
an increase or decrease of at least one percém jpurchase price or number of shares for whiggtd is exercisable.

At any time until the earlier of (1) teck acquisition time or (2) the final expiratidate of the rights agreement, we may redeem all the
stockholder rights at a price of $0.001 per rigtitany time after a person has become an acquiémgon and prior to the acquisition by such
person of 50% or more of the outstanding sharemioEommon stock, we may exchange the stockhoiglets; in whole or in part, at an
exchange ratio of one share of common stock, oromeg¢housandth of a share of Series A Junior Particzigd®referred Stock or of a share 1
class or series of preferred stock having equivalghts, preferences and privileges, per right.

The stockholder rights plan is desigreedrbtect stockholders in the event of unsolicitéfdrs to acquire Principal Financial Group, Inc.
and other coercive takeover tactics which, in thimion of Principal Financial Group, Inc.’s boarfidirectors, could impair its ability to
represent stockholder interests. The provisiorth@ktockholder rights plan may render an unseliciakeover more difficult or less likely to
occur or may prevent such a takeover, even though tkeover may offer our stockholders
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the opportunity to sell their stock at a price abtive prevailing market rate and may be favored ajority of our stockholders.
Transfer Agent and Registrar

The transfer agent and registrar forammmon stock and our Series A Junior Participafirgferred Stock is Mellon Investor Services
LLC.
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DESCRIPTION OF DEPOSITARY SHARES
General Terms

We may elect to offer depositary shaegsesenting receipts for fractional interests ibtdecurities or preferred stock. In this case, we
will issue receipts for depositary shares, eachti€h will represent a fraction of a debt secudtyshare of a particular series of preferred
stock, as the case may be.

We will deposit the debt securities oargs of any series of preferred stock representetépositary shares under a deposit agreement
between us and a depositary which we will naméénapplicable prospectus supplement. Subject ttethes of the deposit agreement, as an
owner of a depositary share you will be entitledpioportion to the applicable fraction of a dedtigity or share of preferred stock represented
by the depositary share, to all the rights andgegfces of the debt security or preferred stocki@sase may be, represented by the depositan
share, including, as the case may be, interestlatid, voting, conversion, redemption, sinking furepayment at maturity, subscription and
liquidation rights.

The following description of the termstbé deposit agreement is a summary. It summaoizysthose terms of the deposit agreement
that we believe will be most important to your démn to invest in our depositary shares. You sh&akp in mind, however, that it is the
deposit agreement, and not this summary, whicmdsfyour rights as a holder of depositary sharestérmay be other provisions in the
deposit agreement that are also important to yow. $hould read the deposit agreement for a fultrijgson of the terms of the depositary
shares. The form of the deposit agreement is &kedn exhibit to the registration statement theluhes this prospectus. See “Where You Can
Find More Information” for information on how to tain a copy of the deposit agreement.

Interest, Dividends and Other Distributions

The depositary will distribute all paynteof interest, cash dividends or other cash 8istions received on the debt securities or
preferred stock, as the case may be, to you ingptiop to the number of depositary shares thatquwn.

In the event of a distribution other tharcash, the depositary will distribute propergeived by it to you in an equitable manner, unless
the depositary determines that it is not feasiblmake a distribution. In that case the depositaay sell the property and distribute the net
proceeds from the sale to you.

Redemption of Depositary Shares

If we redeem a debt security or seriegreferred stock represented by depositary shdresiepositary will redeem your depositary
shares from the proceeds received by the deposg&aunjting from the redemption. The redemptiong@per depositary share will be equal to
the applicable fraction of the redemption price gelot security or share of preferred stock, az#ése may be, payable in relation to the
redeemed series of debt securities or preferragk stvhenever we redeem debt securities or sharpsetdrred stock held by the depositary,
depositary will redeem as of the same redemptita tihee number of depositary shares representintjeasase may be, the debt securities or
shares of preferred stock redeemed. If fewer tiigdhexdepositary shares are to be redeemed, thesitary shares to be redeemed will be
selected by lot, proportionately or by any othanitable method as the depositary may determine.

Exer cise of Rightsunder the Indenturesor Voting the Preferred Stock

Upon receipt of notice of any meetingvlaich you are entitled to vote, or of any requestifistructions or directions from you as holder
of debt securities, the depositary will mail to ybe information contained in that notice. Eaclordcholder of the depositary shares on the
record date will be entitled to instruct the deparyi how to give instructions or directions witlspect to the debt securities
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represented by that holder’s depositary shareswrth vote the amount of the preferred stock regresd by that holder’s depositary shares.
The record date for the depositary shares wilhizgesame date as the record date for the debt Beswni preferred stock, as the case may be.
The depositary will endeavor, to the extent praditie, to give instructions or directions with respe the debt securities or to vote the amount
of the preferred stock, as the case may be, repiebby the depositary shares in accordance witbetimstructions. We will agree to take all
reasonable action which the depositary may deerassecy to enable the depositary to do so. The dapowill abstain from giving

instructions or directions with respect to the dsdaturities or voting shares of the preferred staskhe case may be, if it does not receive
specific instructions from you.

Amendment and Termination of the Deposit Agreement

We and the depositary may amend the fafrdepositary receipt evidencing the depositaryeshand any provision of the deposit
agreement at any time. However, any amendment whaterially and adversely alters the rights oflib&lers of the depositary shares will not
be effective unless the amendment has been appbyvéd holders of at least a majority of the dépog shares then outstanding.

The deposit agreement will terminate if:
. all outstanding depositary shares have been redger

. there has been a complete repayment or redempfitithre debt securities or a final distributiorr@spect of the preferred
stock, including in connection with our liquidatiatissolution or winding up, and the repaymenteregtion or distribution
proceeds, as the case may be, have been distrilouyed.

Resignation and Removal of Depositary

The depositary may resign at any timeléjvering to us notice of its election to do sce \&so may, at any time, remove the depositary.
Any resignation or removal will take effect uporm tiippointment of a successor depositary and iepéaace of such appointment. We must
appoint the successor depositary within 60 days dilivery of the notice of resignation or removidie successor depositary must be a bank
or trust company having its principal office in tHeited States and having a combined capital arglsiof at least $50,000,000.

Char ges of Depositary

We will pay all transfer and other taxesl governmental charges arising solely from thstexce of the depositary arrangements. We
will pay charges of the depositary in connectiothwine initial deposit of the debt securities cefprred stock, as the case may be, and issuanc
of depositary receipts, all withdrawals of sharbdebt securities or preferred stock, as the camelm, by you and any repayment or
redemption of the debt securities or preferredistas the case may be. You will pay other tranafiel other taxes argbvernmental charges,
well as the other charges that are expressly peovid the deposit agreement to be for your account.

Miscellaneous

The depositary will forward all reportstacommunications from us which are delivered todbpositary and which we are required or
otherwise determine to furnish to holders of detnusities or preferred stock, as the case may be.
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Neither we nor the depositary will beblmunder the deposit agreement to you other thiath€ depositary’s gross negligence, willful
misconduct or bad faith. Neither we nor the dejogitvill be obligated to prosecute or defend amalgroceedings relating to any depositary
shares, debt securities or preferred stock unbtssfactory indemnity is furnished. We and the dgfaoy may rely upon written advice of
counsel or accountants, or upon information pravio persons presenting debt securities or shdng®ferred stock for deposit, you or other
persons believed to be competent and on documdrith we and the depositary believe to be genuine.
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DESCRIPTION OF WARRANTS

We may issue warrants, including warrantsurchase debt securities, preferred stock, comstock or other of our securities. We may
issue warrants independently or together with ghgrosecurities, and they may be attached to aragpfrom those securities. We will issue
the warrants under warrant agreements betweendua bank or trust company, as warrant agent, teawill describe in the prospectus
supplement relating to the warrants that we offer.

The following description of the termstbé warrants is a summary. It summarizes onlyahesms of the warrants and the warrant
agreement which we believe will be most importangdur decision to invest in our warrants. You dtideep in mind, however, that it is the
warrant agreement and the warrant certificateirgldb the warrants, and not this summary, whiciinés your rights as a warrantholder. Th
may be other provisions in the warrant agreemedttia@ warrant certificate relating to the warramksch are also important to you. You shc
read these documents for a full description ofténms of the warrants. Forms of these documentgladeas exhibits to the registration
statement that includes this prospectus. See “WYieveCan Find More Information” for information ¢row to obtain copies of these
documents.

Debt Warrants

We will describe in the applicable prosjos supplement the terms of warrants to purchebesgcurities that we may offer, the warrant
agreement relating to the debt warrants and theawicertificates representing the debt warrartes€ terms will include the following:

. the title of the debt warrants,

. the debt securities for which the debt warrantseaegcisable

. the aggregate number of the debt warrants,

. the principal amount of debt securities that ymay purchase upon exercise of each debt warrashth&nprice or prices at

which we will issue the debt warran

. the procedures and conditions relating to the ésemf the debt warrant

. the designation and terms of any related dehtriggxs and guarantee issued with the debt warrants the number of debt
warrants issued with each debt secu

. the date, if any, from which you may separatelpdfar the debt warrants and the related secur

. the date on which your right to exercise the dedatrants commences, and the date on which your eigtites,

. the maximum or minimum number of the debt wasamtiich you may exercise at any time,

. if applicable, a discussion of material United 8safiederal income tax consideratio

. any other terms of the debt warrants and termggohares and limitations relating to your exercithe debt warrants, ar
. the terms of the securities you may purchase @percise of the debt warrants.

We will also describe in the applicablegpectus supplement any provisions for a changfeeiexercise price or expiration date of the
warrants and the kind, frequency and timing of aafice to be given. You may exchange debt warraritficates for new debt warrant
certificates of different denominations and mayreise debt warrants at the corporate trust officthe warrant agent or any other office that
we indicate in the applicable prospectus supplent#nir to exercise, you will not have any of tights of holders of the debt securities
purchasable upon that exercise and will not beledtio payments of principal, premium, if any,imtierest on the debt securities purchasable
upon the exercise.
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Other Warrants

We may issue other warrants. We will diégcin the applicable prospectus supplement theviing terms of those warrants:

. the title of the warrants,

. the securities, which may include preferred stockommon stock, for which you may exercise therargs,

. the aggregate number of the warra

. the number of securities that you may purchasm @gxercise of each warrant, and the price or prtavhich we will issue

the warrants

. the procedures and conditions relating to thease of the warrants,

. the dgsignation and terms of any related secuiggsed with the warrants, and the number of wisrssued with eac
security,

. the date, if any, from which you may separatedpnsfer the warrants and the related securities,

. the date on which your right to exercise the wasg@emmences, and the date on which your rightresj

. the maximum or minimum number of warrants which yoay exercise at any tim

. if applicable, a discussion of material Unitedt8s federal income tax considerations, and

. any other terms of the warrants, including termmscedures and limitations relating to your exchazge exercise of tr
warrants

We will also describe in the applicablegpectus supplement any provisions for a changfesiexercise price or the expiration date of
the warrants and the kind, frequency and timingrof notice to be given. You may exchange warrarnificates for new warrant certificates of
different denominations and may exercise warratiseacorporate trust office of the warrant ageramy other office that we indicate in the
applicable prospectus supplement. Prior to theotsenf your warrants, you will not have any of thghts of holders of the preferred stock,
common stock or other securities purchasable upaneixercise and will not be entitled to dividerayments, if any, or voting rights of the
preferred stock, common stock or other securitigshpasable upon the exercise.

Exercise of Warrants

We will describe in the prospectus supst relating to the warrants the principal amaarrthe number of our securities that you may
purchase for cash upon exercise of a warrant, lEéxercise price. You may exercise a warrant ssrited in the prospectus supplement
relating to the warrants at any time up to theelokbusiness on the expiration date stated iptbepectus supplement. Unexercised warrants
will become void after the close of business onegiration date, or any later expiration date thatdetermine.

We will forward the securities purchagabpon the exercise as soon as practicable afteipteof payment and the properly completed
and executed warrant certificate at the corporata dbffice of the warrant agent or other officatetl in the applicable prospectus suppleme
you exercise less than all of the warrants reptesdny the warrant certificate, we will issue yoneav warrant certificate for the remaini
warrants.
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DESCRIPTION OF PURCHASE CONTRACTSAND PURCHASE UNITS

We may issue purchase contracts, incudontracts obligating you to purchase from us, fandis to sell to you, a specific number of
debt securities, shares of our common stock oemed stock, depositary shares, warrants, truééipesl securities or other property, at a fu
date or dates. The price per share of preferrazk stbcommon stock may be fixed at the time thepase contracts are issued or may be
determined by reference to a specific formula dbsdrin the purchase contracts. We may issue psecbantracts separately or as a part of
units each consisting of a purchase contract ahtisgeurities, undivided beneficial ownership iests in debt securities, trust preferred
securities, depositary shares representing freadtioterests in debt securities or shares of predestock, or debt obligations of third parties,
including U.S. Treasury securities, securing ydaligations under the purchase contract. The puechastracts may require us to make
periodic payments to you or vice versa and the magsmay be unsecured or prefunded on some bdmgurchase contracts may require
to secure your obligations in a specified mannes.Will describe in the applicable prospectus supplat the terms of any purchase contrac
purchase units and any related guarantee.
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DESCRIPTION OF PREFERRED SECURITIES

The trustees of each trust will issudgred securities and common securities of the.tittse preferred securities will represent
preferred undivided beneficial interests in theetssf the related trust. As a holder of trust @mefd securities, you will generally be entitled to
a preference with respect to distributions and arteopayable on redemption or liquidation over tommon securities of the trust, as well as
other benefits as described in the correspondirgj trgreement. Each of the trusts is a legallyragpantity and the assets of one trust are not
available to satisfy the obligations of any othrest.

The following description of the termstbé form of trust agreement is a summary. It sunaa only those portions of the form of trust
agreement which we believe will be most importangdur decision to invest in the preferred seaesitlY ou should keep in mind, however,
it is the trust agreement, and not this summarychvtiefines your rights as a holder. There maythergrovisions in the trust agreement wil
are also important to you. You should read the fofrust agreement itself for a full descriptioitioe terms of the preferred securities. The
form of trust agreement is filed as an exhibithte tegistration statement that includes this protsige See “Where You Can Find More
Information” for information on how to obtain a gopf the trust agreement.

Ranking of Preferred Securities

The preferred securities of a trust walk equally, and we will make payments proporttetya with the common securities of the trust
except as described under “— Subordination of Com®ecurities.” The preferred securities of eachttrepresent preferred undivided
beneficial interests in the assets of the truse pitoperty trustee will hold legal title to the @sponding junior subordinated debentures in trust
for the benefit of the holders of the related pmefé securities and common securities.

Each guarantee agreement that we exémugeur benefit, as a holder of preferred secesitf a trust, will be a guarantee on a
subordinated basis with respect to the relatecepred securities. However, our guarantee will n@rgntee payment of distributions or
amounts payable on redemption or liquidation ofgifeferred securities when the related trust doéave funds on hand available to make
such payments. See “Description of Guarantee i@l Financial Group, Inc. of the Preferred Séms.”

Distributions on the Preferred Securities
The trust will pay the distributions dretpreferred securities and common securitiegateaspecified in the prospectus supplement.

The amount of distributions the trust ey for any period will be computed on the badia 360-day year of twelve 30-day months
unless we otherwise specify in the applicable prosps supplement. Distributions that are in arrezayg bear interest at the rate per annum
specified in the applicable prospectus suppleniém.term “distributions” as we use it in this presfus includes any additional amounts
provided in the corresponding trust agreement.

Distributions on the preferred securitiélt be cumulative, will accrue from the date afginal issuance and will be payable on the dates
specified in the applicable prospectus supplenitahy date on which distributions are payable loa preferred securities is not a business
the trust will instead make the payment on the segteeding day that is a business day, and witimguinterest or other payment on account
of the delay. However, if that business day ishimhext succeeding calendar year, the trust wikenthe payment on the immediately prece:
business day. In each case payment will be madethdtsame force and effect as if made on thetbatpayment was originally due. When
use the term “business dayi’this prospectus, we mean any day other tharta@sy or a Sunday, or a day on which banking tunins in the
City of New York are authorized or required by lawexecutive order to remain closed or a day orclvttie corporate trust office of the
applicable trustee is closed for business.

If provided in the applicable prospectupplement, we have the right under the junior edibated indenture, the contract that provides
the terms for the corresponding junior subordinateblentures, to extend the interest payment péoioa specified number of periods.
However, we may not
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extend these interest payments beyond the matfritye junior subordinated debentures. As a coreepiof any extension, distributions on
the corresponding preferred securities would berdedl by the trust during the extension period.séhdistributions would continue to
accumulate additional distributions at the rategerum set form in the prospectus supplement.

If we exercise this right, during theengion period we and our subsidiaries may not:

. declare or pay any dividends or distributions arregleem, purchase, acquire or make a liquidataymgnt on, any of ot
capital stock, o

. make any payment of principal, premium, if anyinterest on or repay, repurchase or redeem alysgeurities that rank
equally with or junior in interest to the corresgdorg junior subordinated debentures or make aratedlguarantee
payments

other than:
. dividends or distributions on our common stc
. redemptions or purchases of any rights pursuaotiteights plan, or any successor to our rights pdad the declaration of

dividend of these rights in the future, ¢

. payments under any guarant

We anticipate that the revenue of each trust dvailéor distribution to you, as a holder of preéetisecurities, will be limited to payme
under the corresponding junior subordinated deleatin which the trust will invest the proceedsrthe issuance and sale of its preferred
securities and its common securities. See “Desorigf Corresponding Junior Subordinated Debentlures

If we do not make interest payments @ndbrresponding junior subordinated debenturegprbigerty trustee will not have funds
available to pay distributions on the correspondireferred securities. The payment of distributjohand to the extent the trust has funds
legally available for the payment of these disttitns is guaranteed by us on a limited basis afogétunder “Description of Guarantee by
Principal Financial Group, Inc. of the Preferre¢ 8éies.”

The trust will pay distributions on theeferred securities to you provided you are ent@rebe register of the trust on the relevant rdcor
dates. As long as the preferred securities renmamok-entry form, the record date will be one hass day prior to the relevant distribution
date. If any preferred securities are not in bootyeform, the record date for the preferred seé@giwill be the date 15 days prior to the
relevant distribution date.

Redemption

Redemption on a Repayment or Redemption of the Corresponding Junior Subordinated Debentures

Upon the repayment or redemption, in whmlin part, of any corresponding junior subortBdadebentures, the property trustee must
apply the proceeds from that repayment or redemptiocedeem a like amount of the correspondingeprefl securities. This redemption must
be made upon not less than 30 nor more than 60rdaic® to you. The redemption price will be equeathe aggregate liquidation preferenc
the preferred securities, plus accumulated andidrgistributions on the preferred securities todlaée of redemption and the related amoul
any premium paid by us upon the concurrent redempif the corresponding junior subordinated debestuSee “Description of
Corresponding Junior Subordinated Debentures —oBatiRedemption.”

If less than all of any series of corsging junior subordinated debentures are reparédeemed, then the proceeds from the
repayment or redemption will be allocated to redegpnoportionate amount of each of the preferredrties and the common securities. The
amount of premium, if any, paid by us upon the neptigon of all or any part of any series of any egponding junior subordinated debentures
repaid or redeemed will be allocated proportionatelthe redemption of the preferred securities taiedcommon securities.

43




Table of Contents

We must repay the principal of the cquresling junior subordinated debentures when theydae. In addition, we will have the right to
redeem any series of corresponding junior suboteéihdebentures:

. in whole or in part, subject to the conditions @escribe under “Description of Corresponding JuBiebordinated
Debenture— Optional Redemptio”

. at any time, in whole, but not in part, upon thewcence of a tax event or an investment compaepteeach as define
below, and subject to the further conditions wecdbs under “Description of Corresponding Juniob&ulinated
Debenture— Optional Redemptio” or

. as we may otherwise specify in the applicable pro&s supplemen
Redemption or Distribution Upon the Occurrence of a Tax Event or an | nvestment Company Event
If an event occurs that constitutes agteent or an investment company event we will heeright to:

. redeem the corresponding junior subordinated debesiin whole, but not in part, and cause a mamgasalemption of thi
preferred securities and common securities in whHalénot in part, within 90 days following the ocrence of the tax event
or an investment company event,

. dissolve the related trust and cause the correspgiehior subordinated debentures to be distrithtivethe holders of th
preferred securities and common securities indigtion of the trust

If provided in the applicable prospectus supplemestwill have the right to extend or shorten thegtumity of any series of correspond
junior subordinated debentures at the time tha¢xezcise our right to elect to dissolve the reldtadt and cause the corresponding ju
subordinated debentures to be distributed to thdelh® of the preferred securities and common seesiin liquidation of the trust.

When we use the term “additional sumsthis prospectus we mean the additional amountaiibg be necessary in order that the
amount of distributions then due and payable byst bn its outstanding preferred securities amdroon securities will not be reduced as a
result of any additional taxes, duties and othefegomental charges to which the trust has becofecas a result of a tax event.

When we use the term “tax event” we miigmreceipt by the trust of an opinion of counsglezienced in those matters to the effect that,
as a result of any amendment to, or change, inojudiny announced prospective change, in, the latrsedJnited States or any political
subdivision or taxing authority affecting taxatiam,as a result of any official administrative pponcement or judicial decision interpreting or
applying those laws or regulations, which amendmeerchange is effective or pronouncement or deci@nnounced on or after the trust
issues the preferred securities, there is moredhansubstantial risk that:

. the trust is, or will be within 90 days of the dafehe opinion, subject to United States fedarabme tax with respect
income received or accrued on the correspondirigssef corresponding junior subordinated debent

. interest payable by us on the series of correspgrjdnior subordinated debentures is not, or wiflrdays of the date of t
opinion, will not be, deductible, in whole or inrpdor United States federal income tax purpose

. the trust is, or will be within 90 days of the dafehe opinion, subject to more than a de miniamsunt of other taxe
duties or other governmental charg
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When we use the term “investment compargnt” we mean the occurrence of a change in lasggulation or a change in interpretation
or application of law or regulation by any legiglatbody, court, governmental agency or regulagarthority to the effect that the applicable
trust is or will be considered an investment conypuat is required to be registered under the inmest Company Act of 1940, which change
becomes effective on or after the date of origissliance of the series of preferred securitieed$fy the trust.

When we use the term “like amount,” weame

. with respect to a redemption of any series of pretesecurities, preferred securities having adigtion amount equal to tf
portion of the principal amount of correspondingifur subordinated debentures to be contemporanecedtemed, the
proceeds of which will be used to pay the redenmppioce of the preferred securities, ¢

. with respect to a distribution of correspondingiqursubordinated debentures to you, as a holdpreférred securities i
connection with a dissolution or liquidation of thedated trust, corresponding junior subordinatebeshtures having a
principal amount equal to the liquidation amounyofir preferred securitie

When we use the term “liquidation amduwe mean the stated amount of $25 per preferredritg and common security.
After the liquidation date fixed for adistribution of corresponding junior subordinatexbdntures for any series of preferred securities:

. the series of preferred securities will no longerdeemed to be outstandil

. The Depository Trust Company, which we refer tthis prospectus ¢DTC,” or its nhominee, as the record holder of
series of preferred securities, will receive aseged global certificate or certificates represgnthe corresponding junior
subordinated debentures to be delivered upon th@itaition, anc

. any certificates representing the series of pretesecurities not held by DTC or its nominee wdldeemed to represent 1
corresponding junior subordinated debentures haxipgncipal amount equal to the stated liquidapogference of the
series of preferred securities, and bearing accanedunpaid interest in an amount equal to theuaccand unpaid
distributions on the series of preferred securitietl you present the certificates to the admimatste trustees or their agent
for transfer or reissuanc

We can make no assurance as to what énkeetnprices will be for the preferred securitieshee corresponding junior subordinated
debentures that may be distributed to you in exgédar your preferred securities if a dissolutiow diquidation of a trust were to occur.
Accordingly, the preferred securities that you ae, or the corresponding junior subordinated mtebes that you receive on dissolution and
liguidation of a trust, may trade at a discounth® price that you paid to purchase the prefereedrities.

Voluntary Distribution of Junior Subordinated Debentures

If we so provide in the applicable prastps supplement, we may elect, at any time, tmtlisghe trust and cause the corresponding
junior subordinated debentures to be distributegbtg as a holder of the preferred securities,eas the holder of the common securitie!
liquidation of the trust.

Redemption Procedures

The trust will redeem the preferred siéims on each redemption date at the redemptiare prith the applicable proceeds from the
contemporaneous redemption of the correspondirigrjsabordinated debentures. The trust will makieneptions of the preferred securities
and pay the
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redemption price only to the extent that it haddfuavailable for the payment of the redemptionepr&ee also “— Subordination of Common
Securities.”

If a trust gives notice to you of redemptof your preferred securities, then by 12:00mddew York City time, on the redemption date,
to the extent funds are available, the propertstém will irrevocably deposit with DTC funds suféint to pay the applicable redemption price
and will give DTC irrevocable instructions and aurity to pay the redemption price to you. See “—oBdentry Issuance.”

If the preferred securities are no lonigdvook-entry form, the trust, to the extent furaals available, will irrevocably deposit with the
paying agent for the preferred securities fund§icgant to pay the applicable redemption price ¢a yand will give the paying agent irrevocable
instructions and authority to pay the redemptidogto you upon surrender of your certificates.

The trust will pay any distributions pal@on or prior to the redemption date for any @nefd securities called for redemption to you on
the relevant record dates for the distributionthé trust has given notice of redemption and hassieed the required funds, then upon the date
of the deposit, all your rights will cease, exceptr right to receive the redemption price, withouérest on that redemption price, and your
preferred securities will cease to be outstandirgny date fixed for redemption of preferred séties is not a business day, then the trust will
pay the redemption price on the next succeedingnddgh is a business day, and without any intavesther payment on account of the delay.
However, if the business day falls in the next ocdée year, the trust will make the payment on themédiately preceding business day. If
payment of the redemption price is improperly wélthor refused and not paid either by the trustyous pursuant to the guarantee as desc
under “Description of Guarantee by Principal FirahGroup, Inc. of the Preferred Securities,” dizitions on the preferred securities will
continue to accrue at the then applicable rate fitee redemption date originally established bytthst for the preferred securities to the date
the redemption price is actually paid. In this ctmeactual payment date will be the date fixedréalemption for purposes of calculating the
redemption price.

Subject to applicable law, including WnitStates federal securities law, we or our sulsai may at any time purchase outstanding
preferred securities by tender, in the open maskély private agreement.

The trust will make payment of the redéopprice on the preferred securities and anyridistion of corresponding junior subordinated
debentures to the applicable record holders asahpgar on the register for the preferred secaritiethe relevant record date. This date will
generally be one business day prior to the relesetemption date or liquidation date. Howeverny areferred securities are not in boaiitry
form, the relevant record date for the preferredigges will be the date 15 days prior to the magéon date or liquidation date.

If less than all of the preferred sedesiand common securities issued by a trust doe tedeemed on a redemption date, then the
aggregate liquidation amount of the preferred sgearand common securities to be redeemed widlloeated proportionately among the
preferred securities and the common securities.property trustee will select the particular predersecurities to be redeemed on a
proportionate basis not more than 60 days pritineéaredemption date from the outstanding prefesezalirities not previously called for
redemption, by any method that the property trudtssms fair and appropriate. This method may peofod the selection for redemption of
portions, equal to $25 or an integral multiple @8b$of the liquidation amount of preferred secastiThe property trustee will promptly notify
the trust registrar in writing of the preferred seties selected for redemption and, in the casengfpreferred securities selected for partial
redemption, the liquidation amount of the prefersedurities to be redeemed.

Subor dination of Common Securities

The trust will make payment of distrilmnts, any additional amounts and the redemptioreicthe preferred securities and common
securities proportionately based on the liquidatiorount of the

46




Table of Contents

preferred securities and common securities. Howéfven any distribution date or redemption datdehenture event of default exists, the trust
will not make any payment on the common securitidgss payment in full in cash of all accumulated anpaid distributions, any additional
amounts and the full amount of the redemption poicell of the outstanding preferred securitietheftrust, has been made or provided for.
The property trustee will apply all available furfiast to the payment in full in cash of all digttions on, or redemption price of, the preferred
securities then due and payable. If any event fafudieresulting from a debenture event of defaxists, we as holder of the common securities
of the trust will be deemed to have waived anytrighact with respect to the event of default urtlertrust agreement until the effect of all
those events of default with respect to the pretesecurities have been cured, waived or othemlisgnated. Until any events of default un
the trust agreement with respect to the prefereedrities have been so cured, waived or otherwisenated, the property trustee will act
solely on your behalf, as a holder of the prefegecurities, and not on our behalf as holder ottiramon securities, and only you acting with
the other holders will have the right to direct greperty trustee to act on your behalf.

Liquidation Distribution Upon Dissolution

Each trust will automatically dissolveampexpiration of its term or the redemption ofalthe preferred securities of the trust. In
addition, we will dissolve the trust on the firstdccur of:

. our bankruptcy, dissolution or liquidatic

. the distribution of a like amount of correspondjagior subordinated debentures to the holderssafrieferred securities al
common securities

. the redemption of all of the preferred securjteasd

. the entry of an order for the dissolution of thestrby a court of competent jurisdictic

If an early dissolution occurs as desatiin the clauses above (except with respect éal@mption of all of the preferred securities), the
trustees will liquidate the trust as expeditioustythe trustees determine to be possible by digitndp, after satisfaction of liabilities to crediso
of the trust as provided by applicable law, totloéders of the preferred securities and commonrgeia like amount of corresponding junior
subordinated debentures. If the property trustéeraénes that this distribution is not practicauywill be entitled to receive out of the asse
the trust available for distribution, after satidfan of liabilities to creditors of the trust aopided by applicable law, an amount equal to the
aggregate of the liquidation amount plus accruetuampaid distributions to the date of payment. \&ferrto this liquidation amount in this
prospectus as the “liquidation distribution.” letkrust can make the liquidation distribution omlypart because it has insufficient assets
available to pay the full aggregate liquidationtidisition, then it will pay the amounts on a prapmrate basis. We, as the holder of the
common securities, will be entitled to receive misttions upon any liquidation proportionately withu, and the other holders of the preferred
securities, except that if an event exists thastituries a debenture event of default, the predesexurities will have a priority over the comn
securities. A supplemental indenture may provige ifhan early dissolution occurs as describedhénthird clause above, the corresponding
junior subordinated debentures may be subject tioregd redemption in whole, but not in pe

Events of Default; Notice
Under the terms of the form of trust agnent, each of the following constitutes an evénledault for a series of preferred securities:

. the occurrence of a debenture event of defaultutigejunior subordinated indenture (¢ Description of Junio
Subordinated Debentur— Debenture Events of Defa”) or an event of default described in any relatedantae
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. default by the trust in the payment of any digttion when it becomes due and payable, and catioruof that default for a
period of 30 days

. default by the trust in the payment of any redeowpprice of the preferred securities or common stes when it become
due and payablt

. default in the performance, or breach, in any nietegspect, of any covenant or warranty of thetias in the trus
agreement, other than a covenant or warranty ailléfiethe performance of which or the breach ofchitis dealt with in the
second and third clauses above, and continuatitimeodefault or breach for a period of 60 daysrdftere has been given to
the defaulting trustee or trustees by the holdéet teast 10% in aggregate liquidation amountefautstanding preferred
securities, a written notice specifying the defaulbreach and requiring it to be remedied andrgtdbat the notice is a
notice of default under such trust agreemen

. the bankruptcy or insolvency of the property tresaed our failure to appoint a successor propeustee within 60 days «
that event

Within five business days after the ocence of any event of default actually known to pheperty trustee, the property trustee will
transmit notice of the event of default to you, daeninistrative trustees and us, as depositorsarlee event of default has been cured or
waived. We, as depositor, and the administrativstéres are required to file annually with the prgpgustee a certificate as to whether or not
we are and they are in compliance with all the @@tk and covenants applicable to them and tongeuthe trust agreement.

If a debenture event of default then sxithe preferred securities will have a preferema the common securities upon termination of
the trust. See “— Liquidation Distribution Upon Bdution.”

The existence of an event of default dogsentitle you to accelerate the maturity.
Removal of Trustees

Unless a debenture event of default theasts, the holder of the common securities mayorgrany trustee. If a debenture event of
default then exists the holders of a majority gquidation amount of the outstanding preferred séesmay remove the property trustee anc
Delaware trustee. In no event will you have thétrig vote to appoint, remove or replace the adstriaiive trustees. These voting rights are
vested exclusively in us as the holder of the comsezurities. No resignation or removal of a trested no appointment of a successor trustee
will be effective until the acceptance of appointiniey the successor trustee in accordance witprthsions of the trust agreement.

Co-trustees and Separate Property Trustee

Unless an event of default then exists, for theopse of meeting the legal requirements of the Tind#nture Act or of any jurisdiction
which any part of the trust property may be locateel, as the holder of the common securities, hachitiministrative trustees will have power
to appoint one or more persons approved by thegptpfrustee either to act as atcostee, jointly with the property trustee, of@allany part o
the trust property, or, to the extent requireddw,lto act as separate trustee. These personisavidl the powers provided in the instrument of
appointment, and we may vest in that person oropsrany property, title, right or power deemed seagy or desirable, subject to the
provisions of the trust agreement. If a debentuemntof default exists, the property trustee alaiiehave power to make that appointment.

Merger or Consolidation of Trustees

Any corporation into which the propentydtee, the Delaware trustee or any administrativsgtee that is not a natural person may be
merged or converted or with which it may be cordadkd, or any corporation resulting from any mergenversion or consolidation to which
the trustee is a party, or
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any corporation succeeding to all or substantilliyhe corporate trust business of the trustek bgithe successor of such trustee under the
trust agreements, provided that the corporatiatherwise qualified and eligible.

Mergers, Consolidations, Amalgamations or Replacementsof the Trusts

A trust may not merge with or into, colidate, amalgamate, or be replaced by, or convagster or lease its properties and assets
substantially as an entirety to any corporationtber body, except as described below or as destthder “— Liquidation Distribution Upon
Dissolution.”

A trust may, at our request, with the simmt of the administrative trustees and withoutrysmmnsent, merge with or into, consolidate,
amalgamate, or be replaced by a trust organizedruhd laws of any state. However, the followingditions must be satisfied:

. the successor entity must either:
. expressly assume all of the obligations of thettreisting to the preferred securities,
. substitute for the preferred securities otheusges having substantially the same terms and#me ranking as the

preferred securitie:

. we must expressly appoint a trustee of the successity possessing the same powers and dutidegsoperty trustee
the holder of the corresponding junior subordinatedentures

. the successor securities must be listed, or angessor securities must be listed upon notificatibissuance, on any natiol
securities exchange or other organization on wttiehpreferred securities are then list

. the merger, consolidation, amalgamation or repfant must not cause the preferred securitiegjdivgy any successor
securities, to be downgraded by any nationally gaczed statistical rating organizatic

. the merger, consolidation, amalgamation or replacgmust not adversely affect the rights, prefezsrand privileges ¢
holders of the preferred securities, including angcessor securities, in any material resy

. the successor entity must have a purpose sulabamdentical to that of the trust,

. prior to the merger, consolidation, amalgamatieplacement, conveyance, transfer or lease we raustiieceived a
opinion of counsel to the trust to the effect ti

. the merger, consolidation, amalgamation or repteent does not adversely affect the rights, prates and
privileges of holders of the preferred securitiasluding any successor securities, in any mateespect, an

. following the merger, consolidation, amalgamatioreplacement neither the trust nor the successity will be
required to register as an investment company uth@einvestment Company Act, a

. we or any permitted successor or assignee musiatiwiithe common securities of the successoryeatid guarantee tt
obligations of such successor entity under theesgmr securities at least to the extent providetthéguarantes

However, a trust must not, except with tonsent of holders of 100% in liquidation amaofrthe preferred securities, consolidate,
amalgamate, merge with or into, or be replacedrlyoavey, transfer or lease its properties andtassdstantially as an entirety to any other
entity or permit any other entity to consolidatmadgamate, merge with or into, or replace it ifduld cause the trust or the successor entity to
be classified as other than a grantor trust foté¢hStates federal income tax purposes.
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Voting Rights;, Amendment of Trust Agreement

Except as provided below and under “Dipion of Guarantee by Principal Financial Groups.lof the Preferred Securities —
Amendments and Assignment” and as otherwise redjbiydaw and the applicable trust agreement, yduhaive no voting rights.

We and the administrative trustees magraiva trust agreement without your consent:

. to cure any ambiguity, correct or supplement aroyisions in the trust agreement which may bens@ient with any other
provision, or to make any other provisions withpesst to matters or questions arising under the &rgieement, which are
not inconsistent with the other provisions of thest agreement, ¢

. to modify, eliminate or add to any provisionstioé trust agreement to the extent necessary toetizat the trust will be
classified for United States federal income taxppses as a grantor trust at all times that anyemesd securities and
common securities are outstanding, or to ensutetbarust will not be required to register asrarestment company under
the Investment Company Ac

However, in the case of the first claabeve, the action may not adversely affect in aayemal respect the interests of the holders of the
preferred securities or our interests, as the haflthe common securities. Any such amendmentsefrust agreement will become effective
when notice is given to you and us.

We and the administrative trustees mag amend a trust agreement with:

. the consent of holders representing not less thaajarity, based upon liquidation amounts, of tbéstanding preferre
securities and common securities, |

. receipt by the trustees of an opinion of coutséhe effect that the amendment or the exercisspfpower granted to the
trustees under the amendment will not affect theustof the trust as a grantor trust for UnitedeStéederal income tax
purposes or its exemption from the status c“investment compar” under the Investment Company A

Without both your and our consent a tagseement may not be amended to:

. change the amount or timing of any distributiontie preferred securities and common securitiegh@rwise adversely
affect the amount of any distribution of the predersecurities and common securities as of a spddfte, o

. restrict your or our right to institute suit fthre enforcement of any payment on or after tha.dat

So long as any corresponding junior sdimaited debentures are held by the property truitedrustees may not:

. direct the time, method and place of conducting gnogeeding for any remedy available to the delrerttustee, or fo
executing any trust or power conferred on the debertrustee with respect to the correspondingojusiibordinated
debentures

. waive any past default that is waiveable underifipdcsections of the junior subordinated indent

. exercise any right to rescind or annul a declanatthat the principal of all the junior subordinatégbentures is due a
payable, o

. consent to any amendment, modification or tertionaof the junior subordinated indenture or theresponding junior

subordinated debentures, where that consent isregk)

without, in each case, obtaining the prior appr@fahe holders of a majority in aggregate liquidatamount of all outstanding preferred
securities. However, where a consent under thejuibordinated
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indenture would require the consent of each hadfleorresponding junior subordinated debenturescsgtl by the consent, no consent may be
given by the property trustee without the prior gemt of each holder of the corresponding prefesesdirities.

The trustees may not revoke any acti@vipusly authorized or approved by a vote of trefgared securities except by subsequent vote
of the holders of the preferred securities. Theprty trustee will notify you of any notice of dafawith respect to the corresponding junior
subordinated debentures. In addition to obtainimgapproval of the holders of the preferred seesrjtrior to taking any of these actions, the
trustees must obtain an opinion of counsel expeeern these matters to the effect that the trilsthat be classified as a corporation or
partnership for United States federal income tapppses on account of the action.

Any required approval of holders of predel securities may be given at a meeting of heldépreferred securities convened for that
purpose or through a written consent. The propteustee will cause a notice of any meeting at wiyioh are entitled to vote to be given to €
holder of record of preferred securities in the na&rset forth in the trust agreement.

Your vote or consent is not requiredddrust to redeem and cancel the preferred sesutitider the applicable trust agreement.

Any preferred securities that are owned by ustriigtees or any of our affiliates or any affiliatethe trustees, will, for purposes of a \
or consent, be treated as if they were not outstgnd

Global Preferred Securities

We may issue a series of preferred seéesiin the form of one or more global preferredusities. We will identify the depositary which
will hold the global preferred security in the appble prospectus supplement. Unless we othenndiedte in the applicable prospectus
supplement, the depositary will be DTC. We willuegylobal preferred securities only in fully regigd form and in either temporary or
permanent form. Unless it is exchanged for indigidureferred securities, a global preferred segunidy not be transferred except:

. by the depositary to its nomine
. by a nominee of the depositary to the deposibargnother nominee, or
. by the depositary or any nominee to a successpogtary, or any nominee of the successor.

We will describe the specific terms of thepositary arrangement in the applicable prospestipplement. We expect that the following
provisions will generally apply to these depositarsangements.

Beneficial Interestsin a Global Preferred Security

If we issue a global preferred secutitg, depositary for the global preferred securititonominee will credit on its book-entry
registration and transfer system the aggregat@hdion amounts of the individual preferred sedesirepresented by the global preferred
securities to the accounts of participants. Th@awets will be designated by the dealers, underverive agents for the preferred securities, ¢
us if the preferred securities are offered and dolectly by us. Ownership of beneficial intereists global preferred security will be limited to
participants or persons that may hold interesiuilin participants. Ownership and transfers of beiafnterests in the global preferred
security will be shown on, and effected only thrdougecords maintained by the applicable depositaits nominee, for interests of participa
and the records of participants, for interestsesSpns who hold through participants. The lawsafes states require that you take physical
delivery of the securities in definitive form. Thkelimits and laws may impair your ability to traesbeneficial interests in a global preferred
security.

So long as the depositary or its nomisdhe registered owner of the global preferredisgg the depositary or nominee will be
considered the sole owner or holder of the prefesecurities
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represented by the global preferred security flop@aiposes under the trust agreement. Except asdea below, you:

. will not be entitled to have any of the individyseferred securities represented by the globefigpred security registered in
your name

. will not receive or be entitled to receive phydidelivery of any preferred securities in defindtiform, and

. will not be considered the owner or holder of thef@rred security under the trust agreem

Payments of Distributions

We will pay distributions on global prefed securities to the depositary that is the teggsl holder of the global security, or its nominee
The depositary for the preferred securities wilkslbéely responsible and liable for all payments enad account of your beneficial ownership
interests in the global preferred security andifi@intaining, supervising and reviewing any recaadating to your beneficial ownership
interests.

We expect that the depositary or its m@aj upon receipt of any payment of liquidation antppremium or distributions, immediately
will credit participants’ accounts with amountspiroportion to their respective beneficial interaatthe aggregate liquidation amount of the
global preferred security as shown on the recofdiseodepositary or its nominee. We also expedtghgments by participants to owners of
beneficial interests in the global preferred sdgureld through those participants will be goverbgdstanding instructions and customary
practices, as is how the case with securities foelthe accounts of customers in bearer form oisteged in “street nameThese payments w
be the responsibility of those participants.

Issuance of I ndividual Preferred Securities

Unless we state otherwise in the applegbospectus supplement, if a depositary for esaf preferred securities is at any time
unwilling, unable or ineligible to continue as gdsitary and we do not appoint a successor deppsiithin 90 days, we will issue individual
preferred securities in exchange for the globalgored security. In addition, we may at any time &nour sole discretion, subject to any
limitations described in the prospectus supplemgating to the preferred securities, determinetadtave any preferred securities represented
by one or more global preferred securities. If haturs, we will issue individual preferred sedastin exchange for the global preferred
security.

Further, we may specify that you maytenrms acceptable to us, the property trustee andepositary for the global preferred security,
receive individual preferred securities in exchafayeyour beneficial interests in a global preferse=curity, subject to any limitations described
in the prospectus supplement relating to the prefiesecurities. In that instance, you will be éadiito physical delivery of individual preferred
securities equal in liquidation amount to that Bina interest and to have the preferred secigitegistered in its name. Unless we otherwise
specify, those individual preferred securities Wil issued in denominations of $25 and integratipiab of $25.

Payment and Paying Agency

A trust will make payments on the pregersecurities to DTC, which will credit the relevacscounts at DTC on the applicable
distribution dates. However, if any preferred sdmg are not held by DTC, the trust will make tieyments by check mailed to the address of
the holder entitled to the payment as shown omeapister. Unless we state otherwise in the applcpimspectus supplement, the paying agent
will initially be the property trustee, togetherttvany co-paying agent chosen by the propertyeraiahd acceptable to the administrative
trustees and us. The paying agent may resign asgpagent upon 30 days’ written notice to the adstiative trustees, property trustees and
us. If the property trustee ceases to be the pagent, the administrative trustees will appoistiecessor to act as
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paying agent. The successor must be a bank orcoagpany acceptable to the administrative trusteesus.
Registrar and Transfer Agent

Unless we state otherwise in the appleepbospectus supplement, the property trusteeagilbs registrar and transfer agent for the
preferred securities.

A trust will register transfers of prafed securities without charge, but upon your payroéany tax or other governmental charges that
may be imposed in connection with any transfern@hange. A trust will not be required to registes transfer of its preferred securities after
the preferred securities have been called for rediem

Information Concerning the Property Trustee

The property trustee, unless an evedetdult then exists, will be required to performyaose duties that are specifically set forth in
the applicable trust agreement. After an eventeddudt, the property trustee must exercise the séegece of care and skill as a prudent person
would exercise or use in the conduct of his ordven affairs. However, the property trustee is unteobligation to exercise any of the powers
vested in it by the trust agreement at your requelgss you offer reasonable indemnity againsttsts, expenses and liabilities that it might
incur. If no event of default then exists and theperty trustee is required to decide betweenradtére causes of action, construe ambiguous
provisions in a trust agreement or is unsure ofghy@ication of any provision of a trust agreement] the matter is not one on which holders
are entitled under the trust agreement to vote the property trustee will take such action atirected by us. If it is not so directed, the
property trustee will take such action as it deaohgsable and in the best interests of the holdktise preferred securities and the holder of the
common securities and will have no liability excégtits own bad faith, negligence or willful miseduct.

Miscellaneous

The trust agreements authorize and ditecadministrative trustees to operate the reftesds in such a way that the trusts will not be
deemed to be an investment company required tedistered under the Investment Company Act or tasea corporation for United States
federal income tax purposes and so that the cayneipg junior subordinated debentures will be gdats our indebtedness for United States
federal income tax purposes. We and the adminigtréustees are authorized to take any actioninoansistent with applicable law, the
certificate of trust of a trust or the trust agree) that we and the administrative trustees deterim our discretion to be necessary or desil
for these purposes, as long as the action doematatrially adversely affect the interests of thilas of the preferred securities.

You have no preemptive or similar righssa holder of preferred securities. No trust mayydw money or issue debt or mortgage or
pledge any of its assets.
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DESCRIPTION OF GUARANTEE BY PRINCIPAL FINANCIAL GROUP, INC.
OF THE PREFERRED SECURITIES

At the same time as the issuance byst tilits preferred securities, we will execute detiver a guarantee for your benefit, as a holder
of the preferred securities. Wilmington Trust Compavill act as indenture trustee under the guamfdethe purposes of compliance with the
Trust Indenture Act. The guarantee will be quatifas an indenture under the Trust Indenture Act.

The following description of the termstbé guarantee is a summary. It summarizes onletiportions of the guarantee that we believe
will be most important to your decision to invasthe preferred securities of a trust. You sho@eikin mind, however, that it is the guarantee,
and not this summary, which defines your righta &slder of preferred securities. There may bergihavisions in the guarantee that are also
important to you. You should read the guarantesfifer a full description of its terms. The guatemis filed as an exhibit to the registration
statement that includes this prospectus. See “WYieveCan Find More Information” for information drow to obtain a copy of the guarantee.
When we refer in this summary to preferred seasgjtive mean the preferred securities issued hysattr which the guarantee relates.

General Terms of the Guar antee

We will irrevocably agree to pay in folh a subordinated basis, to the extent describleavbthe guarantee payments, as defined below,
to you, as and when due, regardless of any defegie of set-off or counterclaim that the trustyriave or assert other than the defense of
payment.

The following payments, which we refeiidhis prospectus as the “guarantee paymentslig@xtent not paid by or on behalf of the
related trust, will be subject to the guarantee:

. any accrued and unpaid distributions required tpdid to you on the related preferred securitizshé extent that the tru
has funds available for the paymel

. the redemption price for any preferred securitiged for redemption, to the extent that thetthas funds available for the
payments, 0
. upon a voluntary or involuntary dissolution, windiap or liquidation of the trust, unless the coo@wing juniot

subordinated debentures are distributed to youetiser of
. the liquidation distribution, and
. the amount of assets of the trust remaining alebeélfor distribution to you.

Our obligation to make a guarantee paynray be satisfied by us directly paying to you thguired amounts or by causing the trust to
pay the amounts to you.

The guarantee will be an irrevocable gntege on a subordinated basis of the relateddhiigtations under the preferred securities, but
will apply only to the extent that the related trbas funds sufficient to make the payments. iioisa guarantee of collection.

If we do not make interest payments @ndbrresponding junior subordinated debentureslihettie trust, we expect that the trust will
not pay distributions on the preferred securitied will not have funds legally available for thqsyments. The guarantee will rank subordi
and junior in right of payment to all senior debée “— Status of the Guarantee.”

As a non-operating holding company, weehao significant business operations of our owher&fore, we rely on dividends from our
insurance company and other subsidiaries as theipail source of cash flow to meet our obligatierspayment of principal and interest on
our outstanding debt obligations and corporate es@e Accordingly, our obligations under the gueg@nvill be effectively subordinated to all
existing and future liabilities of our subsidiari@sd you should rely only on our assets for paymander the guarantee. The payment of
dividends by Principal Life is limited under lowasurance laws. See “Principal Financial Group,’Inc.
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Unless we state otherwise in the applecabospectus supplement, the guarantee doesmibthie amount of secured or unsecured debt
that we may incur. We expect from time to timertour additional senior debt.

We have, through the guarantee, the &dgitement, the junior subordinated debentureguttier subordinated indenture and the
expense agreement, taken together, fully, irrevycatd unconditionally guaranteed all of the obfigas of the trust under the preferred
securities. No single document standing alone eratng in conjunction with fewer than all of thiner documents constitutes the guarante
is only the combined operation of these documérashas the effect of providing a full, irrevocabled unconditional guarantee of the
obligations of the trust under the preferred sei@si See “Relationship Among the Preferred Sdesrithe Corresponding Junior Subordinated
Debentures and the Guarantees by Principal Finla@etap, Inc. of the Preferred Securities.”

Status of the Guarantee

The guarantee will constitute an unsetwtdigation of Principal Financial Group, Inc. andl rank subordinate and junior in right of
payment to all its senior debt.

Unless we state otherwise in the applecabospectus supplement, the guarantee of a sHreferred securities will rank equally with
the guarantees relating to all other series ofgprefl securities that we may issue. The guaranieeomstitute a guarantee of payment and not
of collection, which means that the guaranteedypagy institute a legal proceeding directly agairsto enforce its rights under the guarantee
without first instituting a legal proceeding agdiaay other person or entity. The property trusiethe related trust will hold the guarantee for
your benefit. The guarantee will not be dischargeckept by payment of the guarantee payments induahle extent not paid by the trust or u
distribution of the corresponding junior subordetdtebentures to you.

Amendments and Assignment

We may not amend the guarantee withauptior approval of the holders of not less thanagority of the aggregate liquidation amount
of outstanding preferred securities, except for @mnges which do not materially adversely affeetrights of the holders of the preferred
securities, in which case no vote will be requifBlde manner of obtaining any approval will be asegh under “Description of the Preferred
Securities — Voting Rights; Amendment of Trust Agmeent.”

All guarantees and agreements contained in theagtes will bind our successors, assigns, receitreistees and representatives and
inure to the benefit of the holders of the relgteeferred securities then outstanding.

Events of Default

An event of default under the guarantédeoscur when we fail to perform any of our paynhen other obligations under the guarantee.
The holders of not less than a majority in aggredigtidation amount of the related preferred siiegrhave the right to direct the time, met
and place of conducting any proceeding for any chnavailable to the guarantee trustee under theagtee or to direct the exercise of any
trust or power conferred upon the guarantee trusteer the guarantee.

You may institute a legal proceeding cliseagainst us to enforce your rights under thargatee without first instituting a legal
proceeding against the trust, the guarantee trastary other person or entity.

We, as guarantor, are required to file annuallhwhie guarantee trustee a certificate as to whetheot we are in compliance with all 1
conditions and covenants applicable to us undegtiaegantee.
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Information Concerning the Guarantee Trustee

The guarantee trustee, unless a defgulshn the performance of the guarantee thenssstequired to perform only those duties that
are specifically set forth in the guarantee. A&atefault under the guarantee, the guarantee ¢rustist exercise the same degree of care and
skill as a prudent person would exercise or ughérconduct of his or her own affairs. However, goarantee trustee is under no obligation to
exercise any of the powers vested in it by the gniae at your request unless you offer reasonabéinity against the costs, expenses and
liabilities that it might incur.

Termination of the Guar antee

The guarantee will terminate and be ofurther force and effect:

. upon full payment of the redemption price of thlated preferred securities,
. upon full payment of the amounts payable upon digtion of the related trust,
. upon distribution of corresponding junior suboted debentures to the holders of the preferregrisies.

The guarantee will continue to be effextor will be reinstated if at any time you musttoge payment of any sums paid under the
preferred securities or the guarantee.

Governing Law
The guarantee will be governed by andstraed in accordance with the laws of the Statdenf York.
The Expense Agreement

Under an expense agreement entered ynis owe will irrevocably and unconditionally guatae to each person or entity to whom a
trust becomes indebted or liable, the full payntdrany costs, expenses or liabilities of the tratier than obligations of the trust to pay to you
the amounts due to you under the terms of the peafesecurities.
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DESCRIPTION OF CORRESPONDING JUNIOR SUBORDINATED DEBENTURES

The corresponding junior subordinated debenturescabe issued in one or more series of junior slibated debentures under the jui
subordinated indenture with terms correspondinpéaterms of the related preferred securities.“Bescription of Junior Subordinated
Debentures.”

The following description of the termstbé corresponding junior subordinated debentundgtae junior subordinated indenture is a
summary. It summarizes only those portions of tiégr subordinated indenture which we believe illmost important to your decision to
invest in the preferred securities. You should keemind, however, that it is the junior subordedindenture, and not this summary, which
defines your rights. There may be other provision$e junior subordinated indenture which are aisportant to you. You should read the
junior subordinated indenture itself for a full deption of its terms. The junior subordinated intlge is filed as an exhibit to the registrat
statement that includes this prospectus. See “WYieueCan Find More Information” for information drow to obtain a copy of the junior
subordinated indenture.

General Termsof the Corresponding Junior Subordinated Debentures

At the same time a trust issues prefesealirities, the trust will invest the proceedsrfriie sale and the consideration paid by us for the
common securities in a series of correspondingjusuibordinated debentures issued by us to the Eash series of corresponding junior
subordinated debentures will be in the principabant equal to the aggregate stated liquidation arofithe related preferred securities plus
our investment in the common securities and, unlesstate otherwise in the applicable prospectpplement, will rank equally with all other
series of corresponding junior subordinated delsesturhe corresponding junior subordinated debestwill be unsecured and subordinate
and junior in right of payment to the extent andhie manner set forth in the junior subordinatetémture to all our senior debt. See
“Description of Junior Subordinated Debentures —-b@dination” and the prospectus supplement relatrany offering of related preferred
securities.

Optional Redemption

Unless we state otherwise in the applegabospectus supplement, we may, at our optialea® the corresponding junior subordinated
debentures on any interest payment date, in wiale part. Unless we state otherwise in the applearospectus supplement, the redemption
price for any corresponding junior subordinatedesgbres will be equal to any accrued and unpagtést to the date fixed for redemption, |
the greater of:

. the principal amount of the debentures, and
. an amount equal t
. for junior subordinated debentures bearing irgieat a fixed rate, the discounted remaining fiagtbunt payments.

See"“Description of Junior Subordinated Debenti— Redemptior”

. for junior subordinated debentures bearing irsiedetermined by reference to a floating rate gdiseounted swap
equivalent payments. S“Description of Junior Subordinated Debenti— Redemptior”

If a tax event or an investment compargné exists, we may, at our option, redeem theesponding junior subordinated debentures on
any interest payment date falling within 90 dayshef occurrence of the tax event or investment @m@vent, in whole but not in part, sub
to the provisions of the junior subordinated indeat The redemption price for any correspondingojusubordinated debentures will be equal
to 100% of the principal amount of the correspogdimior subordinated debentures then outstandimg gccrued and unpaid interest to the
date fixed for redemption. See “Description of durBubordinated Debentures — Redemption.”
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For so long as the applicable trust éstihlder of all the outstanding series of corresjumjunior subordinated debentures, the trust will
use the proceeds of any redemption to redeem thespmnding preferred securities. We may not redeeeries of corresponding junior
subordinated debentures in part unless all acanddunpaid interest has been paid in full on a$@nding corresponding junior subordinated
debentures of the series for all interest periedsinating on or prior to the redemption date.

Covenants of Principal Financial Group, Inc.

We will covenant in the junior subordia@tindenture for each series of corresponding jusubordinated debentures that we will pay
additional sums to the trust, if:

. the trust that has issued the correspondingssefipreferred securities and common securitiéisasholder of all of the
corresponding junior subordinated debentu

. a tax event exists, ar
. we have not redeemed the corresponding junioorslifiated debentures or terminated the trust.
We will also covenant, for each series@mfesponding junior subordinated debenturesvileaand our subsidiaries will not:

. declare or pay any dividends or distributions arregleem, purchase, acquire, or make a liquidgayment on any of ot
capital stock, o

. make any payment of principal of, interest or pramjif any, on or repay or repurchase or redeemdaiy securities
including other corresponding junior subordinatetdehtures, that rank equally with or junior in met& to the corresponding
junior subordinated debentures or make any relgtiedantee payment

other than:
. dividends or distributions in our common sto
. redemptions or purchases of any rights pursuaotiteights plan, or any successor to our rights pdad the declaration of
dividend of these rights in the future, ¢
. payments under any guarantee of preferred sexgjrit

if at that time:

. there has occurred any event of which we have bkhaavledge that with the giving of notice or ttagpse of time, or botl
would constitute an “event of default” under thaigr subordinated indenture for that series of @gponding junior
subordinated debentures which we have not takesonadle steps to cul

. we are in default on our payment of any obligationder the related guarantee

. we have given notice of our selection of an extemgieriod as provided in the junior subordinateteimture for that series
corresponding junior subordinated debentures amd hat rescinded that notice, or the extensioroger any extension, is
continuing.

We will also covenant, for each seriesamfesponding junior subordinated debentures:

. to maintain, by ourselves or our permitted sucassshirectly or indirectly, 100% ownership of thenemon securities of tF
trust to which corresponding junior subordinatetatgures have been issu
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. not to voluntarily terminate, wind-up or liquigsany trust, except in connection with a distribatof corresponding junior
subordinated debentures to you in liquidation eftttust, or in connection with mergers, consolimati or amalgamations
permitted by the related trust agreement,

. to use our reasonable efforts, consistent witltehms and provisions of the related trust agreentersiause the trust
remain a statutory trust and not to be classifiedraassociation taxable as a corporation for dr8tates federal income tax
purposes
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RELATIONSHIP AMONG THE PREFERRED SECURITIES, THE CORRESPONDING
JUNIOR SUBORDINATED DEBENTURESAND THE GUARANTEES
BY PRINCIPAL FINANCIAL GROUP, INC. OF THE PREFERRED SECURITIES

As long as payments of interest and oplagments are made when due on each series oSporging junior subordinated debentures,
these payments will be sufficient to cover disttibns and other payments due on the related pesfesgcurities, primarily because:

. the aggregate principal amount of each serie®Esponding junior subordinated debentures wilequal to the sum of the
aggregate stated liquidation amount of the cornedipg preferred securities and corresponding comseonrities

. the interest rate and interest and other paymigtiels on each series of corresponding junior surtatet! debentures will
match the distribution rate and distribution anteotpayment dates for the corresponding prefemedrgies,

. we will pay for all and any costs, expenses anilitees of the trust except the obligations of thest to holders of it
preferred securities under the preferred secuyitied

. each trust agreement further provides that th&t will not engage in any activity that is not sistent with the limited
purposes of the trus

We will irrevocably guarantee payments of distribos and other amounts due on the preferred sexyrib the extent the trust has fu
available for the payment of such distributionsthie extent set forth under “Description of Guaganby Principal Financial Group, Inc. of the
Preferred Securities.”

Taken together, our obligations undehesaries of junior subordinated debentures, thejsubordinated indenture, the related trust
agreement, the related expense agreement anddtedrguarantee provide a full, irrevocable andomditional guarantee of payments of
distributions and other amounts due on the rels¢eitts of preferred securities. No single docurstariding alone or operating in conjunction
with fewer than all of the other documents congtitthe guarantee. It is only the combined operatfdhese documents that has the effect of
providing a full, irrevocable and unconditional garstee of the obligations of the trust under thefgared securities. If and to the extent that we
do not make payments on any series of correspongimigr subordinated debentures, the trust will pey distributions or other amounts du
its preferred securities.

Notwithstanding anything to the contraryhe junior subordinated indenture, we have igletito set-off any payment we are otherwise
required to make under the junior subordinatedntute with and to the extent we have made or aldmga payment under the related
guarantee.

You may institute a legal proceeding cliseagainst us to enforce your rights under thateel guarantee without first instituting a legal
proceeding against the guarantee trustee, thedelatst or any other person or entity.

The preferred securities of each trugdence your rights to the benefits of the trustheaust exists for the sole purpose of issuing its
preferred securities and common securities, inwgdtie proceeds from the sale of such securitiesriresponding junior subordinated
debentures and related purposes.

A principal difference between your riglats a holder of a preferred security and thesight holder of a corresponding junior
subordinated debenture is that a holder of a cporeding junior subordinated debenture will accarg], subject to the permissible extensio
the interest period, is entitled to receive, indéx@n the principal amount of corresponding jussisibordinated debentures held, while you are
only entitled to receive distributions if and t@textent the trust has funds available for the matrof those distributions.

Upon any voluntary or involuntary termtioa, winding-up or liquidation of any trust involving the liga@tion of the corresponding jun
subordinated debentures, you will be entitled teiee, out of assets held by the trust, the liquadedistribution in cash. See “Description of
Preferred Securities — Liquidation Distribution Wpdermination.”
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Upon any voluntary or involuntary liqutda or bankruptcy of Principal Financial Groupglnthe property trustee, as holder of the
corresponding junior subordinated debentures, wbald subordinated creditor. In this case, thegntggrustee would be subordinated in right
of payment to all senior debt, but entitled to reegayment in full of principal and interest, bef@ny of our stockholders receive payments or
distributions. Since we are the guarantor undeh gaarantee and have agreed to pay for all cogignses and liabilities of each trust, your
position as a holder of the preferred securitiabthe position of a holder of the correspondinggusubordinated debentures relative to other
creditors and to our stockholders in the evenimqfidlation or bankruptcy of our company would bbestantially the same.

A default or event of default under aenisr debt would not constitute a default or exafrdefault under the junior subordinated
indenture. However, in the event of payment degauttder, or acceleration of, senior debt, the glibation provisions of the junior
subordinated indenture provide that we may not npakenents on the corresponding junior subordindéegmbntures until the senior debt has
been paid in full or any payment default undergérior debt has been cured or waived. Our failuraake required payments on any series of
corresponding junior subordinated debentures wooltstitute an event of default under the juniorosdimated indenture.

PLAN OF DISTRIBUTION
We may sell the securities offered by fhiospectus through agents, underwriters or dealedirectly to purchasers.
Agents whom we designate may solicitisf® purchase the securities.

. We will name any agent involved in offering or 8wl securities, and disclose any commissions tleatvill pay to the agen
in the applicable prospectus supplem

. Unless we indicate otherwise in the applicable pectus supplement, our agents will act on a bésttetbasis for the peric
of their appointment

. Our agents may be deemed to be underwriters uhde3écurities Act of 1933, as amended, of any®fk#turities that the
offer or sell.

We may use an underwriter or underwritetthe offer or sale of our securities.

. If we use an underwriter or underwriters, we wilecute an underwriting agreement with the undeswor underwriters at
the time that we reach an agreement for the saleecfecurities

. We will include the names of the specific managinderwriter or underwriters, as well as the nanfesy othel
underwriters, and the terms of the transactiorduding the compensation the underwriters and dealél receive, in the
applicable prospectus suppleme

. The underwriters will use the applicable prospsaupplement to sell the securities.

We may use a dealer to sell the secaritie

. If we use a dealer, we, as principal, will sell Heeurities to the deale

. The dealer will then sell the securities to thbl at varying prices that the dealer will deterenat the time it sells our
securities

. We will include the name of the dealer and the teafour transactions with the dealer in the ajgblie prospectu
supplement

We may solicit directly offers to purckabe securities, and we may directly sell the sges to institutional or other investors. We will
describe the terms of our direct sales in our prolfs supplement.
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We may also offer and sell securitiesoifindicated in the applicable prospectus supphénire connection with a remarketing upon their
purchase, in accordance with a redemption or repaypursuant to their terms, or otherwise, by anmare firms referred to as remarketing
firms, acting as principals for their own accoumtsas our agents. Any remarketing firm will be itiéed and the terms of its agreement, if any,
with us, and its compensation will be describethmapplicable prospectus supplement. Remarketimg imnay be deemed to be underwriters
under the Securities Act in connection with theusities they remarket.

We may also offer and sell, or agreediiver, securities pursuant to, or in connectiothwany put option or other contractual
arrangement. We will describe the terms of any gudtoption or other contractual arrangement ingitesspectus supplement relating to such
securities.

We may enter into derivative transactiomith third parties, or sell securities not covebgathis prospectus to third parties in privately
negotiated transactions. If the applicable progmestipplement indicates, in connection with thasévdtives, the third parties may sell
securities covered by this prospectus and the g prospectus supplement, including in shoet sahsactions. If so, the third party may
securities pledged by us or borrowed from us oeoth settle those sales or to close out any eklgen borrowings of stock, and may use
securities received from us in settlement of thiexdévatives to close out any related open borrowimfgstock. The third party in such sale
transactions will be an underwriter and, if notritiéed in this prospectus, will be identified ine applicable prospectus supplement (or a post-
effective amendment).

We may indemnify agents, underwritersleless and remarketing firms against certain liibgi including liabilities under the Securities

Act. Our agents, underwriters, dealers and remiagkdirms, or their affiliates, may be customerserfgage in transactions with or perform
services for us, in the ordinary course of business

We may authorize our agents and undegverio solicit offers by certain institutions torploiase the securities at the public offering price
under delayed delivery contracts.

. If we use delayed delivery contracts, we willalise that we are using them in the prospectusieogmnt and will tell you
when we will demand payment and delivery of theusiéies under the delayed delivery contra

. These delayed delivery contracts will be subjety émthe conditions that we describe in the praspe supplemen

. We will describe in the applicable prospectuspeiment the commission that underwriters and agssiisiting purchases of
the securities under delayed contracts will betledtito receive

The maximum underwriting compensatiocdénnection with any shelf take-down will not excé&8d of the offering proceeds, from such
take-down.

LEGAL OPINIONS

Unless we state otherwise in the applegabospectus supplement the validity of any séiesrbffered by this prospectus will be passed
upon for us by Debevoise & Plimpton LLP, New YoRew York, and for the trusts and us by Richardgtta & Finger, P.A., special
Delaware counsel to the trusts, and for any undemgror agents by counsel that we will name inapplicable prospectus supplement.

EXPERTS

The consolidated financial statementssaiibdules of Principal Financial Group, Inc. apipegin Principal Financial Group, Inc.’s
Annual Report (Form 16) for the year ended December 31, 2003, have hadited by Ernst & Young LLP, independent auditassset fortl
in their reports thereon
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included therein and incorporated herein by refegeSuch consolidated financial statements anddsd&® are incorporated herein by refere
in reliance upon such reports given on the authofisuch firm as experts in accounting and augditin

WHERE YOU CAN FIND MORE INFORMATION

This prospectus is part of a registradtatement that we filed with the Securities andiaxge Commission. The registration statement,
including the attached exhibits, contains additisakevant information about us. The rules and tatipns of the Securities and Exchange
Commission allow us to omit some of the informatidiout us. In addition, we file reports, proxy staénts, information statements and other
information with the Securities and Exchange Consiois. This information may be read and copied aRbblic Reference Room of the
Securities and Exchange Commission at 450 FifteeBtiN.W., Judiciary Plaza, Washington, D.C. 20%4frmation regarding the operation
of the Public Reference Room may be obtained Hingahe Securities and Exchange Commission at@-8BC-0330. The material may also
be accessed electronically by means of the Sezsidtid Exchange Commission’s home page on then&itat http://www.sec.gov or through
our web site at http://www.principal.com.

Our common stock is listed on the NewRrStock Exchange, Inc. You can also inspect refortsother information concerning us at
the office of the New York Stock Exchange, Inc.,BX@ad Street, New York, New York 10005.

INCORPORATION BY REFERENCE

The rules of the Securities and Exchabgemission allow us to incorporate by referencerimiation into this prospectus. The
information incorporated by reference is considecelde a part of this prospectus, and informatiat we file later with the Securities and
Exchange Commission will automatically update amgescede this information. This prospectus incaates by reference the documents li¢
below.

. Our Annual Report on Form 10-K for the year enBed¢ember 31, 2003,
. Our Quarterly Report on Form 10-Q for the quaeteded March 31, 2004,
. Description of our common stock and the rights eiséed with our common stock contained in our regt®n statements ¢

Form ¢-A, dated October 10, 200

. Our Proxy Statement dated April 1, 2004, and
. All documents filed by us pursuant to Sections },3(8(c), 14 and 15(d) of the Exchange Act afterdate of thi:
prospectus

We will provide without charge to eachigm, including any beneficial owner, to whom aycopthis prospectus is delivered, upon
written or oral request of such person, a copyngfar all of the documents referred to above wiiakie been or may be incorporated by
reference in this prospectus. You should directiests for those documents to Principal Financiau@y Inc., Attention: Joyce N. Hoffman,
Senior Vice President and Corporate Secretary phelee: 515-247-5111).
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