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Forward Look ing Statements Certain s tatements  made by Principal Financial G roup, Inc. and its subsidiaries ("the Company") which are no t historical facts may be cons idered forward-looking statements, including, without limitation, statements as to sales targets,  sales and earnings trends, and management 's bel iefs , expectat ions,  goals and opinions. These s tatements  are based on a number of assumptions concerning futu re conditions that ultimately may prove to be inaccurate. Future events and their effects on the company may not be those anticipated , and actual  results  may di ffer materially from the results  anticipated in these forward-looking statements. The risks, uncertaint ies and factors that cou ld cause or contribu te to such  material differences are d iscussed in the Company's reports  filed with the Securi ties and E xchange Commission,  including i ts Annual Report  on Form 10-K fo r the year ended December 31, 2006 and its Quarterly Report  on Form10-Q fo r the quarter ended March 31 , 2007 . These risks and  uncertainties include without limitation: vo latil ity o f financial  markets; investment port fol io risks; competit ive facto rs ; decrease in ratings; interest rate changes; inabi lity  to attract and retain sales representatives; inadequate reserving on future obl igations; 
funding on closed b lock assets;  changes in laws, regulations or accounting standards; lit igation and regulatory investigat ions; and foreign currency  exchange rate fluctuations. Principal Life Insurance Company ("PLIC"), as statutory issuer and depos itor, and the Company have filed a registrat ion s tatement (including  a p rospectus) (Registration  Statement Nos.  333- 129763  and 333-129763-01) with  the Securities and Exchange Commission ("SEC") for the offering to which this communication relates. Before you invest, you should read the prospectus in that reg istration statement and other documents PLIC and the Company have filed  with  the SEC for more complete information about PLIC, the Company, and th is offering. You  may get these documents  for free by visiting EDGAR on the SE C website at  www.sec.gov. A lternatively,  PLIC, the Company , any underwriter or any dealer participating  in the offering will arrange to send  you the prospectus i f you request by  call ing toll -free 1-800-986-3343. 



   

  
Use of Non-GAAP Financial Measures A non-GAAP financial  measure is a numerical measure of our performance, financial  posi tion , or cash flows that includes adjustments  from a comparab le financial measure presen ted in accordance with U.S. GAAP. We use a number of non-GAAP financial  measures that management believes are usefu l to investo rs  because they  illustrate the performance o f our normal, ongoing operat ions which is important in  understanding and evaluating our financial condition and results of operations. While such measures are also consis tent with measures ut ilized by  investors to evaluate performance,  they are not a substitute for U.S. GAAP financial  measures. Therefore, we have provided reconciliat ions of the non- GAAP financial  measures to the most direct ly comparable U.S. GAAP financial measure as a handou t accompanying this  presen tation.  We adjust U.S. GAAP financial measures for i tems not directly  related to ongo ing operations. However, it is possible that these ad just ing i tems cou ld recur in the futu re. Management also uses non-GAAP financial  measures fo r goal sett ing, to determine emp loyee and senior management awards and  compensation, and to evaluate performance on a basis comparable to that used by  securi ties 
analysts. We also  use a variety of other measures that we do not consider to be non-GAAP financial  measures. These are operational  measures and do no t have U.S. GAAP counterparts. Assets under management is an example o f an operational measure. 



   

  
Principal  Financial  Group Simplified Organizational Structure Simpl ified Organizational Structure Simplified O rganizational Structure GICs, funding  agreements  and other products  issued by Principal L ife Insurance Company are obligat ions of Principal Life and are not obl igations of Principal Financial  Group, Inc., unless expressly  guaranteed by  Principal Financial Group, Inc. 



   

  
Principal  Financial  Group Financial Reporting Structure 



   

  
Company Overview 



   

  
1879 1911 1936 1941  1968 1990 1998 1999 2001 1970s 2002 2004 Li fe Assoc Mutual  Life Company Mortgage Banking/ Commercial Mortgages Group Health/ Pension Mutual Funds Defined  Con tribut ion Principal  In ternat ional Principal Bank / Mutual  Holding Company  Principal  Global Investors BCI Acquisit ion/ TRS strategy 125th  Anniversary The Principal(r): 128 Years of Success 1985 WM Advisors, Inc. acquisi tion  2006 Principal  Financial  Group 



   

  
The Principal(r) Edge: Putting Streng ths to Work Our Growth Strategy : Maximize strong  presence in  SMB market Capital ize on ret irement-centric experience L everage mult i -channel distribution Maximize Worksite market ing advantage Expand in select markets internationally Seek to exceed  the investment and  growth needs o f SMBs and  inst itu tional cl ients Maintain  our strong capital pos ition 



   

  
1Q06 5 -9 ees 1.94 10-19 ees 4 20-49 ees 6.71 50-99 ees 9.93 100-249 ees 12.25  250-499 ees 14.46  500-999 ees 15.25  1000+ 13 .61 STRE NGTHS T HAT WORK: SMB Market Leadership Relationships with over 100 ,000 emp loyers % of Employers Served  



   

  
STRENGTHS THAT WORK: Ret irement Leadership US Asset Int'l  Asset Life & Health Mortgage Bank ing Corp. & Other 221.9  19.1 12.3 0 3 .6 Principal Financial Group  Assets Under Management: $270.1 Bil lion  March 31, 2007 U.S. Asset Mgmt. & A ccumulation  85.7% Corporate & Other 1.6% Life & Health Insurance 4 .6% Int'l Asset Mgmt. & Accumulation 8.1% #1 Corporate DC plans (1) #1 Bundled 401(k) plans (2) #1  ESOP (3) #1 N Q-401(k) mirror plans (4) #1 Defined Benefit  (5) #3 Plan terminat ion annu ities (6 ) Source: (1)Spectrem 10 /04; (2 )Spectrem Group 2006, (3) PlanSponsor 07 /04, (4) PlanSponsor 12/06 , (5)Investment Advisor 03/07 ; (6)LIMRA 09/06 



   

  
Health 26% Special ty Benefi ts 40% STRENGTHS THAT WORK: Insurance & Employee Benefits Know -How Lead ing Provider: #7 Life Insurance (statutory assets) #9 Health Insurance (premiums earned) #3  Non-medical  coverage (in -force) #5 Dental #3 Group Term Li fe #4  Short -Term Disabil ity #6 Long -Term Disabil ity USAMA IAMA L&H 149.061386138614  19.3 45.5 Source: Health insurance stat ist ics from National Underwriter 08/21/06; Life and Non-medical  from LIMRA International, 2006  Operating Earnings After Tax  (excludes Corporate & Other) 03/31 /07 USAMA 73% L&H 19% IAMA 8% Indiv. Life 34% 



   

  
STRENGTHS THAT WORK: A Multichannel Approach Proprietary Career Agency Principal Connect ion Via employers Works ite Wirehouses, Regional B/Ds & planners Channels Insurance producers  Non-Proprietary / Independent Banks B/Ds and Marketers Direct Affiliated Investment- oriented Insurance- oriented Banks 



   

  
STRENGTHS THAT WORK: Asset Management Expert ise Principal Global Investors  ranking (by assets) 2005 2004 2003 World ranking 71 92 93 U.S. insti tut ional Ranking  23 27 26 Principal Global Investors  2005 Rankings US Real Estate #4 Defined Contribu tion  #13 Fixed Income #16 Large Cap Growth  #28 Emerg ing Markets  #29 International/global #50  Source: Pensions & Investments Databook (12 /25/06) 



   

  
STRENGTHS THAT WORK: Investment Excellence The Principal Ret irement Plan Separate Accounts in Top Two Morn ingstar Quarti les (as of 3/31 /07) The Principal Retirement Plan Separate Accounts  in Top Two Morningstar Quart iles (as of 3/31/07) 1yr 70% 3yr 90% 5yr 89% 2001 2002 2003 2004 2005 2006 1Q07 East 8.2  14.9 25 30.6  42.3 60  64.3 Principal  Global Investors Third  Party AU M ?Manages assets for 10 of Top 25 U.S. pension funds*? *defined  by assets  Source: Pensions & Investments Databook (12 /25/06) 



   

  
STRENGTHS THAT WORK: Leverage 60+ Years of U.S. Ret irement Expertise 60+ Years U.S. Experience: Ret irement expertise SMB knowledge Asset management distinct ion Regulatory experience Administration/Recordkeeping excel lence +37% CAGR +34% CAGR 2004 2005  2006 2004 2005 2006 AUM ($B) Operating Earnings ($M) Principal International 



   

  
Principal  Financial  Group Disciplined Use of Capital 1. ORGANIC GROWTH 2.STRATEGIC ACQUISITION 3. RE TURN TO  SHAREHOLDERS 



   

  
STRENGTHS THAT WORK: Astute Capital Management Cash D ividends Share Repurchase 2002 84 750 2003  145 453 2004  167 772 2005 182 867 2006  215 750 834 598 939  1049 965 03/31/07: $100 mi llion share repurchase completed  05/22/07: announced authorization of $250 mi llion share repurchase 



   

  
Growth Strategy Drives Results* '01 '02 '03 '04 '05  '06  CAGR ('01 -'06) 1Q07 Operat ing Earnings ($M) $577 $579 $668  $765 $862 $972 11% $237 Net Income $359 $142 $746  $826 $901 $1 ,031 23% $257 Avg. # Shares (M) 362 351 327  315 290 276 -5% 271 EPS $1.59  $1.65 $2.04 $2.43 $2 .97 $3 .53 17% $0.87 AUM ($B) $97 $111  $144 $167 $195 $257 21% $270 ROE** 8.9% 9.1% 10 .9% 12.3% 13.8% 15.3% +640 bps change 14.8% End ing Share Price $24 $30.13 $33.07 $40.94 $47.43 $58.70 20% $59.87 *Excludes discon tinued operations BT Financial Group  & Principal Resident ial Mortgage **RO E based on trail ing 12 month period 



   

  
STRENGTHS THAT WORK: Strong E arnings Growth with  Stab ili ty 12/31/2001 3/31/2002 6/30/2002 9/30/2002 12/31/2002 3/31/2003 6/30/2003 9/30/2003 12/31/2003 3/31/2004 6/30/2004 9/30 /2004  12/31/2004 3/31 /2005  6/30 /2005  9/30/2005  12/31/2005  3/31 /2006  6/30/2006 9/30/2006 12/31/2006 Qtrly EPS 0.4 0.41 0.44  0.38 0 .42 0.46 0.51 0 .52 0.57 0.58 0.54 0.66 0.66  0.69 0 .76 0.75 0.77 0 .85 0.82 0.94 0.93 0.87 Yrly EPS 1.59 1.65 2.04 2.43  2.97 3.53 5-YR CAGR 17% Diluted Operat ing E arnings Per Share 



   

  
Winds o f Change Winds of Change G overnment programs under pressure Employers facing increased g lobal competition Changing  role for employee/individual 



   

  
Aging o f populat ion Li fe expectancies increas ing Social Securi ty/Med icare/Medicaid  funding  concerns Cont inued inflation  in healthcare costs REALIZATION: Government cannot afford to p rovide all T he Government: Core Benefit Programs Under Pressure 



   

  
Employers : Squeezed by g lobal competition & rising benefi t costs Costs of benefits as a percent of compensation 1955 1980 2006 Source: March  2006,  Bureau of Labor Statist ics Makeup o f benefit  costs Insurance Ret irement and Savings Insurance Retirement and Savings 1980 2006 



   

  
5 42 19  22 40 14 22 36 0 25 50 75 100 1974 2030E  Percent Income from Personal Assets  (i.e. IRA's, 401(k ) p lans) Wages in Retirement Federal Income (i .e. Social Securi ty Private Pension Plans (i.e. Defined Benefit Plans) Source: EBRI and Cerul li Associates, 2005 44% 76% Individuals:  Facing a "New Era of Personal Responsibil ity" Sources o f Retirement Income 



   

  
Tai lwinds of Growth  Pension Protect ion A ct opportunities  (PPA) Worksite Market ing To tal Reti rement Solut ions Evolut ion of Income Management Global Opportunity 



   

  
Suite of services to capture range of DB plan  options: Plan  analysis  & asset review Plan design & redesign Plan freeze & terminat ion DC consu lting for transit ions from DB to DC Auto options already in p lay Expanded education & guidance capabil ities DB(k) Work Secure Retire Secure Defined Benefit  Reform Enhanced Defined Contribution Longer Term GROWTH AT WORK: Ret irement depth  & breadth to capi talize on PPA Accelerated  deposit  growth  accelerates earn ings growth 



   

  
GROWTH AT WORK: Proven "Autopi lot" Featu res to Capitalize on Part icipant Preferences 69% of workers favor auto enrollment 65% of workers favor auto  increase 73% of workers are interested in Lifecycle funds 75% Of workers p refer to have someone else manage their money fo r them Source: 2005/2006 A nnual EBRI Ret irement Confidence Survey The Principal  has offered auto  features for several  years 



   

  
GROWTH AT WORK: Our U nique Worksi te Approach What it  IS: Financial solu tions for the "rest o f us" Needs analys is Personalized guidance Simplified enrol lment Plann ing resources Local service What it IS NOT: Product pushing by  commissioned sales people High net w orth only 



   

  
GROWTH AT WORK: To tal Ret irement Solut ions Provider Comprehensive ret irement plan  consult ing and  administration for al l plan des igns,  includ ing DB, DC, ESOP, and NQ Benefits  to Employers Best-in -class DC products Principal Connection to  assist  employees Simpli fies  part icipant data management Expanded resources to  help plan sponsors meet their fiduciary  obligat ions Speeds service to employer and employee Efficiency  and time savings Efficiency and  time sav ings Efficiency and time sav ings Efficiency and t ime savings Efficiency and t ime savings Efficiency and t ime savings Efficiency and time savings Efficiency and time savings Efficiency  and time savings Efficiency  and time savings Efficiency and  time sav ings Efficiency and time savings E fficiency and t ime savings Efficiency and t ime savings Efficiency and t ime savings Efficiency and time savings Efficiency and time savings 



   

  
GROWTH AT WORK: Evolut ion o f Income Management What people WANT/NEED: Simple Customization  Advice Liqu idity Portabili ty Our Approach Au to features Needs-based  Easy-to-use Education  & gu idance Flexibili ty Our Strategy: Manage each phase separately  to max imize both accumulation and payout Source: Internal Studies and Research 



   

  
2003 2004 Total  DC assets retained by all  channels in  $ Mi llions Retirees Job Changers 2002  374 1701 2003 469 2001 2004 527 2400 2005 726.6 2776.6 2006 763 .3 2921 .8 2007  297.3  658 % TOTA L Assets  retained as a percen tage of assets at risk $2,486 $3,005 $3,518 Job  changers Retirees GRO WT H AT WORK: Strongly  focused  on retention $3,503 2005  2006 54% 54% 52% 54% $3,685.1 $955.3 2002 52% 50% 1Q07 



   

  
PRINCIPAL FINANCIAL GROUP Headquarters Des Mo ines, Iowa Mexico Principal  AFO RE Pensions Principal Seguros Li fe Insurance Principal Pens iones Annuit ies Principal Fondos de Invers ion, S.A. de C.V (PFI) Mutual Funds, IAM Chile Principal Vida Annuities /  Pensions Principal  Creditos Hipotecarios Residen tial Mortgages Principal AGF Mutual Funds, IAM Brazil  BrasilPrev - JV with Banco do  Brasil  Pens ions,  Annuit ies, IAM India PN B-Principal  AMC - JV with PNB &Vijaya Mutual Funds, Insurance Brokerage, IAM Malaysia CIMB -Principal  AMC - JV with CIMB Mutual Funds, Asset Management Hong Kong  Principal  Insurance Company Pensions, Mutual  Funds, IAM Ch ina CCB - Principal  AMC -JV with CIMB Mutual Funds, IAM Representat ive Offices Pensions, Asset Management GROWTH AT WORK: Wel l-posit ioned for Global Growth Germany  Principal  Global Investors Asset Management Ireland Principal Global Investors (Ireland) Ltd Mutual Funds UK Principal Global Investors (Europe) LTD A sset Management Australia Principal Global Investors (Australia) Asset Management Singapore Principal  Global Investors (Singapore) Asset Management 



   

  
Where We L ook for Future Growth G row  asset accumulation business To tal ret irement so lutions Works ite Pension Protection Act (PPA) Grow asset management bus iness T hird party mandates Internat ional g rowth As ian hemisphere Retirement focus L ife & Health very important Supplement reti rement businesses Benefits/protection 



   

  
The Principal(r): Summary Unique financial  serv ices organ izat ion Special expertise in serving SMB Leadership position in U.S. ret irement services Expand ing into select international  markets Broad competencies to captu re the future retiree market Strong capital posit ion 



   

  
Financial  Highl ights 



   

  
Strategic Recap Grow Earnings Manage Capital Control  Risk Increase Shareholder Value 



   

  
Product Scope Enhances Earnings Diversity, Increases Growth Po tential Retirement Services Life and Health Investment Mgmt 



   

  
Principal  Financial  Group (by Segment and Net Income) Strong Growth  in Earnings For twelve months ended  (dollars in mil lions) 12/31/04  12/31 /05 12/31/06 U.S. Asset Management & Accumulation $499.0 $538.4 $645.1 Int 'l Asset Management & Accumulat ion 40.3 71.0 71.8 Life & Health Insurance 256.2 274.4  282.5 Mortgage Banking (10 .3) ---- ---- Corporate & Other (20.4) (21.4) (27.3 ) O perating Earnings(1 ) $764.8 $862.4 $972.1 Net realized/unrealized cap gains(losses) (62.3) (20.6) 18.0 Other after-tax ad justments(2) 123.1 59 .5 41.2  Net Income Available to Common Stockholders $825.6 $901.3  $1,031 .3 (1) Defined  as net income before net real ized  capital gains and other after-tax ad justments . (2 ) Includes income(loss) from discontinued operations, estimated gain on  disposal of discontinued operat ions, change in estimated loss on  disposal of discontinued operat ions, changes in reserves established for IRS audit issues,  the effect of a favorable court  ru ling  on a contested IRS issue and con tribut ion to Principal Foundation. 



   

  
Principal  Financial  Group Operating  Earnings (by  Segment and Net Income) For three months ended (dollars in millions) 3/31/06 3/31 /07 '06 to '07 Change U.S. Asset Management & Accumulat ion $157.8 $178.4 13.1% Int'l Asset Management & Accumulat ion 17 .6 19.3  9.7% Li fe & Health Insurance 70.4 45 .5 (35.4)% Corporate & Other (5.6) (6.4 ) N/A Operat ing Earnings (1) $240 .2 $236.8 (1.4)% Net real ized /unreal ized  cap gains(losses) 24.9 20 .3 N/A O ther after-tax ad justments  20.6 (2) --- N/A Net Income $285.7 $257.1 (10.0)% (1 ) Defined as net income before net realized capital  gains and o ther after-tax ad justments . (2 ) Includes the effect of a favorab le court  ruling on a contested  IRS issue.  



   

  
Principal  Financial  Group Operating  Earnings by Segment 4Q02 1Q'03 2Q'03 3Q'03 4Q'03 1Q'04 2Q '04 3Q'04 4Q'04  1Q'05 2Q'05 3Q'05 4Q'05 1Q'06 2Q'06 3Q'06 4Q'06  1Q'07  USAMA 83.7  97.5 105.7 107.9 114.1 119 .5 121.7 123.5  134.3 138.6 130.5 133.3 136 157.8  151.2 157.4 178.7 178.4 Total  Operat ing Earnings 177 .9 210.5 165.8  167.3 183.1 186.5 173.4 205.2 199 .7 209.2 221 214.3 217.9 240 .2 225 .2 254.7  252 236.8 IAMA 9.4 6.6  11.9 7 .8 8.2 8 .6 9.3 10.9 11 .5 9.5 19.1 19.7 22.7 17.6 16 .1 23.2  14.9 19 .3 Life & Health 61.4 59.1 62 .9 52.8  66.4 74.8 56.9  71.6 52.9 69.5 76.3 65.4 63 .2 70.4  65.2 82 64.9 45.5 Mortgage Banking 29.1 52.3 -4.5 -5 -4.7 -4.9 -5.4 0 0 0 0 0 Corporate & Other -5.7 -5 -10.4 3.8 -0.9 -11.5 -9.1 -0.8 1 -8.4 -4.9 -4.1 -4 -5.6 -7.3 -7.9 -6.5 -6.4 Net Income 285.7 210 .5 251 284.1 257.1 252.0 225.2 240 .2 254.7 236.8  Net income ($M): $285 .7 $210 .5 $251.0 $284.1 $257.1 



   

  
Principal  Financial  Group Assets Under Management by Source 6 /22/1905 12 /31/2001 Dec 31 '02 Dec 31 '03 12/31/2004 12 /31/2005 12/31/2006 3 /31/2007 USAMA 78.1 82.2 92.3  120.8  142.1 164.3 221.9 231.5 IAMA 28.4 25 .3 4.4 7 .5 10.2  15.4 19.1 22 L ife & Health 9 .3 9.6 10.3 10.9 11.7 12.3 12 .3 12.4  Mortgage Banking 0 .2 0.5 0.6 2.3 0 Corporate & Other 1.5 2 .6 3.5 3.4 3 3.2 3.6 4 .2 $256 .9 $195 .2 $167.0 $270.1 



   

  
Principal  Financial  Group Total Capital 6/22/1905 12/31/2001 Dec 31 '02 Dec 31 '03 12/31/2004 12/31/2005 12/31/2006 3/31/2007 Common GAAP Equity 78 .1 82.2  92.3 120.8 6231 6271  6472 231.5 Preferred Equity 28.4 25.3 4.4 7.5 542 542 22 Balance Sheet Debt 9.3 9 .6 10.3 10.9 1125 1374 1638  12.4 Other Debt Adjustments 0.2 0 .5 0.6 2.3 141  322 Corporate & Other 1 .5 2.6 3 .5 3.4 3  3.2 3.6 4.2 $8 ,327 $7,356 $8,974 



   

  
Principal  Financial  Group Operating  Earnings and Equity Growth 4Q02 1Q'03 2Q'03 3Q'03 4Q'03  1Q'04  2Q'04 3Q'04 4Q'04 1Q'05 2Q'05 3Q'05 2002 2003 2004 2005  2006 Operating Earn ings 83.7 97 .5 105 .7 107.9  114.1  119.5 121.7 123.5 134.3 138 .6 130 .5 133.3  579.3  667.7 764.8 862.4 972.1 ROE 177.9 210.5  165.8 167.3 183.1 186.5 173 .4 205.2 199.7  209.2  221 214.3 0.091 0.109 0.123  0.138  0.153 E quity Growth 9 .4 6.6 11.9 7.8  8.2 8.6  9.3 10 .9 11.5  9.5 19 .1 19.7 -651.4 206.9 2.7 581.4  201.5 Life & Health 61.4 59.1 62.9 52.8 66 .4 74.8 56.9 71 .6 52.9  69.5 76.3 65.4 63.2 70.4 65 .2 82 64 .9 Mortgage Banking 29.1  52.3 -4.5 -5 -4.7 -4.9 -5.4 0 0 0 0 0 Corporate & Other -5.7 -5 -10.4 3.8  -0.9 -11.5 -9.1 -0.8 1 -8.4 -4.9 -4.1 -4 -5.6 -7.3 -7.9 -6.5 Net income ($M): $142.3 $746.3 $825.6 $901.3 $1,031.3 



   

  
Principal  Financial  Group Actual Return on Average Equ ity (1) x -OCI (2) Trai ling  Twelve Months 3 /31/07 (1)equity  available to common stockho lders  (2) x -OCI: exclud ing other comprehensive income Operating Segment Operating  Earnings Average Equity Return on Average Equity USAMA $665.7 $3,411.2  19.5% IAMA $73.5 $966.0  7.6% Life & Health $257 .6 $2,195.7 11 .7% Corporate & Other $(28.1 ) $(30.5) N/M Total Principal  Financial  Group $968.7 $6 ,542.4 14.8% 



   

  
Principal  Financial  Group Strong Financial  Performance '01 '02 '03 '04 '05 '06  CAGR ('01 -'06) Operating  Earnings (1) ($M) $577 $579 $668 $765  $862 $972 11% Net Income ($M) $359 $142 $746 $826 $901 $1,031 23% Avg. # Di luted Shares (M) 362 351 327  315 290 276 -5% Dilu ted EPS $1 .59 $1 .65 $2.04 $2.43 $2.97  $3.53 17% ROE (2) 8.9% 9.1% 10.9% 12 .3% 13.8% 15.3% +640 bps change Dividends N/A $0.25  $0.45 $0.55 $0.65 $0 .80 34% Debt to Capital (3 ) 22.1% 24.0% 22.8% 15.3% 19.9% 23.4% N/A Share Price $24 .00 $30.13 $33.07 $40.94 $47.43 $58.70 20% (1)Excludes BT Financial Group & Principal Residential  Mortgage (2)ROE based on trai ling  12 month period (3)Preferred  issuance treated as 75% equity 



   

  
Principal  Life Insurance Company  Summary Financial Information (1) Defined as total  GAAP revenues exclud ing operating revenues from discon tinued  real estate and exclud ing net realized cap ital gains and related fee adjustments. (2)Presented on a GAAP bas is. (3) Defined as net income before net realized capital gains and other after-tax ad justments . (4 ) Equity excluding accumulated other comprehensive income (loss). (5) Presented on a statutory basis . (US$mm) 2005 2006  2006 2007 Operating  Revenue(1) $8,361  $9,051 $2,176 $2,366 Total Revenue(2) $8,330  $9,081  $2,224  $2,400  Operating Earnings(3) $808 $929 $230 $224 Net Income(2) $832 $978 $275 $241 Total Assets(2) $119,999  $134,452 $124,458 $137,412 Total E quity x OCI(4) $6 ,228 $6 ,189 $6,088 $6,447 Surplus & AVR(5) $4,311 $4 ,344 $4,118 $4 ,591 Twelve Months Ended December 31, Three Months Ended March  31, 



   

  
Principal  Life Insurance Company  Financial  Streng th Rat ings S&P "AA",  Very Strong (3rd highest of 21 levels) Moody's  "Aa2",  Excel lent (3rd highest o f 21 levels) A.M. Best "A+", Superio r (2nd highest of 16 levels) Fi tch "AA", Very Strong (3rd highest o f 21 levels) Note: All ratings have stab le outlooks.  



   

  
Principal  Financial  Group Key Financial Targets 2005 Actual 2006 Actual  Operating Earnings Per Diluted Share Average Annual Growth 11-13% $2.97 22% $3 .53 19% Operating Retu rn  on Average E quity Average Annual Growth +0.5%/yr 13.8% +1.5% 15.3% +1.5% Debt/Cap ital - Moody's <25% 20% 23% L iquid ity - S&P >260% 360% 373%* *est imated based on  prior year model 



   

  
Principal  Life Insurance Company  Key  Financial  Targets 2005  Actual 2006  Actual Cap ital Rat io - S&P >165% 270% 220%* Liquidi ty - S&P >260% 360% 373%* GIC/FA Exposure - Moody's <35% 33% 32% *estimated based  on prio r year's model 



   

  
Risk Management at The Principal(r) 



   

  
Strategic Recap Risk aware and  risk astute culture Dil igent and  discip lined ERM t ied to  strategy; influences decision  making  Establ ished risk tolerance guidelines Tools, processes to  identi fy , assess, measure, monitor, and manage risk Prepare for the unexpected ERM cont inuously evo lving to reflect  new/different risks, model ing tools,  metrics, etc. 



   

  
Established Risk T olerance Guidel ines Overal l Enterprise Tolerance Guidel ines: A dequate capital  and perfo rmance to  maintain at least AA financial  strength  rating Adequate economic capital to meet obligations and protect shareholder value within a 99.5% confidence interval ROE ^ 15% Liquidity rat ios meet defined  rating agency and in ternal  thresholds Debt/capital  < 25% Coverage ratios  exceed defined th resho lds E conomic Value Added  (EV A) exceeds Cost o f Capital Preliminary Earn ings at Risk (EaR), Embedded Value at Risk (EVaR) metrics Business Units have Specific Guidelines: Asset l iabil ity durat ion mismatch  tolerances Loss ratios within certain defined bands Liqu idity rat ios meet defined thresholds Risk  Management 



   

  
Organizational Structure Federated Model Board and senior management accountabil ity fo r risk management Chief Risk Officer - independent overs ight,  integration, coordination, consolidat ion Au thority and influence Oversight coordinated with Business Risk  Consult ing, Financial Reporting Business units - responsib le fo r own risk  management with an enterprise - wide view Continuous and regular flows of information  Con tinual risk management learning mode Many cross organ izat ional g roups (strategic, financial , IT, actuarial,  investment, planning) Risk  Management Working Group Good in frastructu re and knowledgeable staff 



   

  
Risk Management T ools and  processes to assess, monito r, and  manage risk Defined standards/guidel ines/policies (Financial, Actuarial , IT, Privacy, Securi ty and Safety, Underwriting, Investment, Pricing, Product Development,  etc.) Corporate Code o f E thics Defined units , metrics, thresholds Actuarial Quality Reviews, Financial Review s, and Internal Audits, certifications Oversight Committees Look-back analyses Modeling at business unit  level and corporate (consolidation) Required tail /stress testing Requ ired documentation, peer review Business Continuity Planning  and Testing/Disaster Recovery  Testing Use of reinsurance, insurance programs (pure risk) 



   

  
Recent Performance and Current Activ ities & Opportunit ies Documented risk management phi losophy and inventory of risks MG - ALFA modeling 10-year financial forecasts 5 -quarter roll ing financial  forecasts Other regular reporting - dynamic l iquidity  analysis , credit  exposure, counterparty exposure,  reinsurer exposure, immunization reports, expense reports, etc. Capital  optimization  EaR to  define hedging strategy Credit risk  modeling (General Account) Regular updates of Bus iness Cont inui ty Planning Program/Disaster Recovery Plan (pandemic, scenario analyses around interest rates, longevi ty, tax  law change,  reinsurance, other) Economic cap ital, E aR, EVaR O perational risk data base Derivatives risk modeling and analyt ics 



   

  
Broad Categories of Risks at the Principal Financial Group Insurance/Actuarial Asset/Liab ility Matching (ALM) Legal/Regulatory  Mortali ty Mismatch  Risk Lawsuits Morbidi ty Reinvestment Risk Compliance Other Assumptions Pricing  Erro rs  Operational Investment Technology Credit Financial/Strategic Planning Processing Counterparty Cap ital (Allocat ion, Budget ing, Management) Administrat ion Derivatives Liqu idity Business Con tinu ity T ax HR Reinsurance Reputation Employee Retent ion Financial  Reporting/Forecasting Analysts , Investors Morale Disclosure Regulato rs  Fx Risk Rat ing Agencies Property/E quipment M&A Customers Home Office buildings, furnitu re Earnings volat ility Aircraft Computers 



   

  
Ful l Service Payout GICs - Ful l Service GICs - Investment Only Fund ing Agreements  East 6240.5 6787.4 5663.7 11580.6 West 30.6 38.6 34.6 31.6 North 45.9 46.9 45 43.9  Ful l -service Payout G ICs - Investment Only GICs - Ful l Service Funding Agreements 2005 6450.3 5821 7282 12115.7 2006 6611  4751.55 7255 .859 14685.668 North 45.9 46.9 45 43 .9 Principal Financial Group  Non-Par Pens ion Business Liabi lit ies As of March 31 , 2007 



   

  
Non-Par Pens ion Business Risk Management Interest Rate Risk Tools used Duration matching Key rate duration matching  Dai ly hedging Scenario analysis Discipl ined to stay within mismatch allowances 0.25  year duration 0.10  year key rate Emp loy various methods to co rrect duration mismatches Sell assets  Change durat ion targets  fo r new investments Use derivat ives 



   

  
Non-Par Pens ion Business Risk Management Liquidi ty Risk Monitoring  and  forecasting processes in place at bo th business unit  and overal l corporate level  Analys is performed quarterly We carefu lly watch external measures S&P l iquidity  model,  internal target 360% Moody's  liquidi ty model, in ternal target 1.5 to  2.0 A.M. Best (new liqu idity model) In ternal  measure called Dynamic Staging  Analysis Internal projection for liqu id l iabili ties and assets over a 15 month t ime frame 



   

  
Summary The Principal Financial Group  is risk aware, risk  astute, committed to and diligent about risk management We are in the risk business and  will ing to take risks - on an informed bas is 



   

  
Investment Portfol io Overview* *All data in this section of the presentation excludes assets  that are not part o f Principal  Life Insurance Company  consolidated cash and invested assets. 



   

  
Investment Phi losophy and Strategy Active Asset/L iabili ty Management and Strategy Optimize Risk Adjusted Yields and Returns Maintain  Quality Wel l-Diversified Portfolio 



   

  
Principal  Life Insurance Company  Cash and Invested Assets GAAP Basis 3/31/2006 Real Estate 1.6 Policy Loans 1.5 Other Investments 1.4 Equity Securities  1.4 Resident ial Mortgages 1.9 Commercial Mortgages 17 .4 Cash  2.4 Private Bonds 22 .2 Public Bonds 50.2 3/31/2007 Real Estate 1.4 Po licy Loans 1.4 Other Investments  1.6 Equ ity Securi ties 0 .9 Residential Mortgages 1.8 Commercial Mortgages 17.5 Cash 2.8 Private Bonds 23.9  Public Bonds 48.7 March 31,  2007 March 31 , 2006  $55.9 Bil lion  $59.3 Bil lion 



   

  
Principal  Life Insurance Company  U.S.  Invested Assets Corporate Fixed Maturities  Port fo lio by Salomon Industry (GAAP Basis) 3/31/2006 Bank 12.6 Insurance 10.1  Finance-Other 14.6 Consumer 3.5 Energy 8 .9 Manufacturing 17.8 Industrial-Other 0.2 Service 15 .4 Transport 2 .8 Electric 8.3 U tili ty-Other 0.1 Telecom 5.7 3/31 /2007  Bank 12.4 Insurance 10.1 Finance-Other 16 Consumer 3 .7 Energy 9 Manufacturing 17.8  Industrial-Other 0.4 Service 14 .3 Transport 2 .8 Electric 7.7 U tili ty -Other 0.2 Telecom 5.6 March  31, 2007 March 31, 2006 $29.5 bi llion $30.6 bil lion  



   

  
Principal  Life Insurance Company  U.S.  Fixed  Maturit ies Composition by  Asset Type (GAAP Basis) 3/31/2006 Agency, Treasury, Other 6 RMBS 6 CMBS 11  ABS 5 Corporate Public 48 Corporate Private 24 3/31/2007 Agency, Treasury, Other 6 RMBS 6 CMBS 11  ABS 6 Corporate Public 46  Corporate Private 25 March 31,  2007 March 31 , 2006  $40.5 b ill ion $43.0 bi llion 



   

  
Principal  Life Insurance Company  U.S.  Invested Assets Fixed Matu ri ties Portfol io Composition by  Foreign  Area (GAAP Basis) 3/31/2006 United Kingdom 27 European Un ion 25 Australia 9  Japan 1 All  Others 15  Mexico 4 As ia 12 South America 7 3/31 /2007  United Kingdom 27 European Union 27 Austral ia 9 Japan 1 Al l Others 15 Mexico 4  Asia 11 South America 6 March 31, 2007 Foreign Fixed Maturities  = US$7.7 Bi llion March 31, 2006 Foreign Fixed Maturities = US$9.2 Bill ion 



   

  
Principal  Life Insurance Company  U.S.  Invested Assets Fixed Income Securit ies Portfolio  GAAP Carry ing Value % o f Fixed Income Securities Portfol io % o f Fixed Income Securities Portfol io % of Fixed Income Securi ties Portfol io % of Fixed Income Securi ties Portfol io % of Fixed Income Securi ties Portfolio NAIC Class 2004 2005 2006 03-31-2007 1 2 3 4 5  6 53.5% 40.8 4.3  0.9 0.1 0.4 55 .8% 38.8  4.5 0.7  0.0 0.2 57.1% 38.2 3.9  0.7 0.1  0.0 56 .7% 38.8 3.9 0.6  0.0 0.0  100.0% 100.0% 100.0% 100.0% Total  $39,204 $40,054 $42 ,367 $43,048 Investment Grade Total  (Classes 1 & 2) 94.3% 94 .6% 95.3% 95.5% BIG as % of Total Fixed  Income Securities  Port fol io 5 .7% 5.4% 4.7% 4.5% BIG as % of Total U.S. Invested Assets  4.1% 4.0% 3.5% 3.4% 



   

  
Principal  Life Insurance Company  Fixed  Income Securities  Port fo lio Problems, Potential  Prob lems, and  Restructu red 2004 2005 2006  3/31 /2007  Problems 68 .5 42 3.5 7 Potential  Prob lems 119.6 101.6 2.2  0 Restructured 10.4 0 11.2 10 .5 68.5  119.6 101.6 0 .0 10.4  GAAP Basis  42.0 3 .5 2.2 11.2 7.0  0.0 10 .5 



   

  
Fixed  Income Securities  Impairment Review Process Monthly review of all  exposures on  watch  list  Rigorous analysis on all exposures trading  material ly below par Determination made if the cred it is temporary or permanent impairment based on fundamental credi t analysis 



   

  
Composition  by U.S. Region Composit ion by  Type Principal Li fe Insurance Company Commercial Mortgage Loan Portfolio March  31, 2007 (Statutory Basis) Mortgage Loans = U.S.$9.0 Bi llion Number o f L oans Outs tanding = 1,013 A verage Loan Size = U.S.$8 .9 Mi llion Industry (ACLI) - 03/31 /2007  Principal  Life - 03/31 /2007  New England 0 .045 0.033 Mid At lantic 0.139 0.159 EN Central  0.102  0.073 WN Central 0.042 0.037 South At lantic 0 .215 0.263 ES Central 0.029 0 .027 WS Central 0.074 0 .072 Mountain 0.072  0.091 Pacific 0.254  0.245 Other 0.028 0 Industry  (A CLI) - 03/31 /2007  Principal  Life - 03/31 /2007  Apartment 0 .167 0.193 Retai l 0.24 0.226  Office 0.316 0.268 Industrial  0.182  0.301  Hotel/Motel 0.046 0  Mixed U se/Other 0.049  0.012  



   

  
NOTES: 1. Delinquency and foreclosure ratio is  defined  as mortgages 60 or more days del inquent, in the process of foreclosure, and foreclosed /deeded  during the year, as a percentage of the commercial  mortgage portfolio  balance. 2.  A restructured  loan is  a loan in  good s tanding  for which basic terms, such as interest rate,  maturity date, collateral or guaranty, have been restructured as a result o f actual o r ant icipated delinquency. Only loans restructured on or after January 1 , 1986 are included  in these ratios. 3. Peer g roup represents life insurance companies report ing to the ACLI with mortgage port folios  over $5 bi llion. Principal Li fe Insurance Company Commercial Mortgage Portfolio  Restructu red & Delinquent/Foreclosed Loan Ratio Compared to  Industry  Average (Statutory Basis) Delinquent/Foreclosed Restructured Industry 0.1  0.4 Peer 2004 0.1 0 .3 Principal 0.1  0.8 Industry 0.1  0.2 Peer 2005 0.1 0  Principal  0.1 0 .9 Industry 0 0.1  Peer 2006 0 0.1 Principal 0.1 0.1 Industry 0 0.1 Peer 03 -31-2007 0 0.1 Principal 0.1 0.1 0.1 0.1 1 .0 0.3 0.9 0.4 0 .5 0.2 0.1 Industry Peer Principal 2004 Industry Peer Principal  2006  Industry Peer Principal  2005 0 .2 0.1 0.1 Industry Peer Principal 03 -31-2007 



   

  
Commercial  Mortgage Loan Reserve/Loss Process Monthly meeting to review enti re watchlist, including an analysis of loan-to -value. Rigorous review of all  loans deemed most at  risk. Determinat ion is made i f a loss is probable. If loss is  probable, a reserve is  established. 



   

  
Investment Portfol io Summary  Act ive asset/ liabil ity management Broadly diversi fied portfolio across asset class, credit , industry and geograph ic locat ion Predominantly  high quality portfol io 



   

  
Investment Portfol io 2007 Focus Enhancing diversi fication Active management of the port folio  Maintaining qual ity  of the portfol io 



   

  
Investment Phi losophy and Strategy Active Asset/L iabili ty Management and Strategy Optimize Risk Adjusted Yields and Returns Maintain  Quality Wel l Diversi fied  Port fo lio 



   

  
Principal  Global Investors 



   

  
Strategic Recap Grow a World -Class Global A sset Management Plat fo rm an attract ive high growth,  high -mult iple business strategic complement to  Principal  Financial Group world -class asset accumulation bus iness Provide competit ive investment returns equities , fixed income and  real estate through o rganic g rowth and s trateg ic acquisit ions Con tinue to grow th ird -party  inst itu tional  mandates Manage Principal Financial Group Fu ll Serv ice Accumu lation  ret irement assets Compete successfu lly through  mult i-boutique business model allow investment professionals to focus on performance en joy benefits  of scale through  shared support  functions across asset classes 



   

  
Pat Halter Executive Directo r Real Estate Hazel McNeilage Executive Director International Affiliates Patrick Mc Nelis Executive Directo r Sales & Relationship Management Barb McKenzie Chief Operating  Officer Operat ions Jill  Hit tner Chief Financial Officer Finance Tim Dunbar Executive Director Equities  Dav id Blake Execu tive Director and Chief Investment Officer Fixed Income Cherrise Crawfo rd  Managing Directo r Strategy Principal G lobal Investors Jim McCaughan President - Principal  Financial  Group Asset Management CEO - Principal  Global Investors Principal G lobal Investors Darcy Darrah  Director Human Resources Chris  Henderson Vice Presiden t & Associate General  Counsel Legal Organizational  Structure 



   

  
A Multi-Bout ique Firm Leadership Team (Operating Committee) Coordinated Shared Services Investment Plat form 1 Investment Platform 2 Investment Plat fo rm N Operat ions & Compliance Financial  Management Information Technology Coordinated Distribu tion  PGI PGI Internat ional PGI Affiliates ... 



   

  
Principal  Global Investors* A d iversified global asset management organization $213.6 bil lion  in assets  under management as o f 3/31/07 Broad range of capabili ties, tai lored to clien t objectives Global reach and clari ty o f purpose *Principal Global Investo rs  represents  the asset management operat ions of the Principal Financial Group . Please refer to  slide t itled  "Asset Management Affiliates" for more details. **Cash and accrued income Assets Under Management As of March , 31 2007 $ in Bi llions Fixed Income E quity Real Estate Other** By Asset Class 110.9  60.9 39 .6 2.2 



   

  
Recent Performance Non-financial  Non-affiliated  assets under management have grown by $29 bi llion over the last  two years (3/31/05 through 3/31/07) Principal Global Investors  is the 38th largest ins titu tional  asset manager (1 ) Principal  Global Investors is 3rd largest manager of mortgages (whole loans) (2 ) 6th largest manager of core-plus bond strateg ies (2) 12th  largest manager of real estate equity (2) 17th largest manager of REITS (2) Reten tion  of inst itu tional  cl ients has been above 99% for both  2005 and  2006 Ratings and rankings by both direct customer surveys and  through  industry benchmarking show Principal  Global Investors as comparing well with o ther asset managers (1) "2007 Money  Managers Directory," PENSIO NS & INVEST MENTS, May 28, 2007. Out o f 784 managers profiled , rank ing is based on worldwide insti tutional assets  under management as o f 12/31/06. (2) "2007 Money Managers Directory," PENSIONS & INVESTMENT S, May 28, 2007. Out of 784 managers p ro fi led, ranking is based on U.S. inst itu tional , tax exempt assets managed internal ly as of 12 /31/06. . 



   

  
Recent Performance Financial O perating earnings for 2006 of $102 .5 mi llion (CAG R of 23% since 2001) Pre-tax profit margin of 32.2% has grown s tead ily over the last several years  sing le most important metric fo r asset managers compares favorably with  asset management peers Direct expenses (excluding acquisi tion related expenses) of 18bp o f average assets under management is very much in l ine with peer compan ies Asset management tends to have very high scale benefi ts as assets and revenue can grow material ly more rapid ly than  expenses This  is t rue with respect to  both investment professionals and operations area 



   

  
Other Issues Actively search ou t growth opportunit ies through acquisi tion  Tremendous success w ith our past acquisi tions of Post, Spectrum, Co lumbus Circle and  now Edge Add to range of product offerings including absolute return alternatives and in ternational fixed income capabi lit ies Highly successful  transit ion of ou r mortgage securitization bus iness to the joint  venture with  US Bank Signi ficant ly reduces risk to Principal Financial Group and provides more efficient use of corporate capital  Transforms business into much more of a fee business whi le sti ll allowing PrinREI to leverage its  expert ise in areas of originat ion, underwri ting , warehousing , pool ing and securit izing mortgage loans Relationship with  USB expands our commercial real  estate footprin t throughout the country, resul ting in more relationships and sourcing opportuni ties in both our debt and  equity side of the fee operat ions 



   

  
Principal  Global Investors is  the asset management arm of the Principal Financial Group(r) (The Principal(r)). This includes the asset management operations of the fo llowing members of The Principal: Asset Management A ffil iates Asset Management Affil iates Principal Global Investors,  LLC Principal  Real Estate Investors, LLC Columbus Circle Investors Post Advisory Group , LLC Spectrum Asset Management, Inc. Principal Global Investors (Europe) Limited Principal  Global Investors (Singapore) Ltd. Principal  Global Investors (Australia) Ltd. Edge Asset Management,  Inc. Principal  In ternat ional, Inc., i ts majority -owned affil iates 



   

  
Thank you 



   

  
Appendix 



   

  
Non-GAAP Financial Measures fo r Principal Financial  Group, Inc. 



   

  
Non-GAAP Financial Measures fo r Principal Financial  Group, Inc. 



   

  
Non-GAAP Financial Measures fo r Principal Financial  Group, Inc. 



   

  
Non-GAAP Financial Measures fo r Principal Financial  Group, Inc. 



   

  
Non-GAAP Financial Measures fo r Principal Life Insurance Company 


