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Supplement dated August 29, 2011 
to the Class J Prospectus 
for Principal Funds, Inc. 

dated March 1, 2011 
 

(as supplemented on March 14, 2011, June 16, 2011, and July 20, 2011) 
 

This supplement updates information currently in the Prospectus.  Retain this supplement with the Prospectus. 
 
 
 
SMALLCAP GROWTH FUND I 
 
In the Principal Investment Strategies section, delete the first sentence in the first paragraph and substitute 
the following: 
 
Under normal circumstances, the Fund invests at least 80% of its net assets in equity securities of companies 
with small market capitalizations (those with market capitalizations equal to or smaller than the greater of: 1) 
$4.0 billion or 2) the highest market capitalization of the companies in the Russell 2000 Growth Index (as of 
the most recent calendar year end, the range was between approximately $0.02 billion and $5.2 billion)) at the 
time of purchase. 
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Supplement dated July 20, 2011 
to the Class J Prospectus 
for Principal Funds, Inc. 

dated March 1, 2011 
 

(as supplemented on March 14, 2011 and June 16, 2011) 
 

This supplement updates information currently in the Prospectus.  Retain this supplement with the 
Prospectus. 
 
 
SMALLCAP BLEND FUND   
 
Under the Management and Sub-Advisor(s) and Portfolio Manager(s) headings, insert the following: 
 
• Brian Pattinson (since 2011), Portfolio Manager 
 
Delete the information regarding Thomas Morabito. 
 
 
SMALLCAP GROWTH FUND 
 
Under the Management and Sub-Advisor(s) and Portfolio Manager(s) headings, insert the following: 
 
• Brian Pattinson (since 2011), Portfolio Manager 
 
Delete the information regarding Thomas Morabito. 
 
 
SMALLCAP VALUE FUND  
 
Under the Management and Sub-Advisor(s) and Portfolio Manager(s) headings, insert the following: 
 
• Phil Nordhus (since 2011), Portfolio Manager 
• Brian Pattinson (since 2011), Portfolio Manager 
 
Delete the information regarding Thomas Morabito. 
 
 
MANAGEMENT OF THE FUNDS  
 
In the section for Principal Global Investors that begins on page 181, add the following information:   
 
Brian Pattinson has been with Principal Global Investors since 1994. He earned a bachelor's degree and 
an M.B.A. in Finance from the University of Iowa. Mr. Pattinson has earned the right to use the Chartered 
Financial Analyst designation. 
 
Delete the information regarding Thomas Morabito.  
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Supplement dated June 16, 2011 
to the Class J Prospectus 
for Principal Funds, Inc. 

dated March 1, 2011 
 

(as supplemented on March 14, 2011) 
 
This supplement updates information currently in the Prospectus. Retain this supplement with the 
Prospectus. 
 
FUND SUMMARIES 

DIVERSIFIED INTERNATIONAL FUND 

Add the following under the Performance heading, just above the Total Returns as of December 31 each 
year heading: 

Effective June 30, 2011, the benchmark will change. The Investment Advisor and Sub-Advisor believe the 
MSCI EAFE Index NDTR D is more widely used for funds in the foreign large blend category than the 
MSCI ACWI Ex-US Index. 

Add the following to the Average Annual Total Returns table: 
 

Average Annual Total Returns 
For the periods ended December 31, 2010 1 Year 5 Years 10 Years 
MSCI EAFE Index NDTR D (reflects no deduction for fees, expenses, or taxes) 7.75% 2.46% 3.50% 

 
GOVERNMENT & HIGH QUALITY BOND FUND 

Effective July 1, 2011, under the Management and Sub-Advisor(s) and Portfolio Manager(s) headings, 
insert the following: 
• Greg L. Tornga (since 2011), Head of Fixed Income and Portfolio Manager 

INCOME FUND 

Effective July 1, 2011, under the Management and Sub-Advisor(s) and Portfolio Manager(s) headings, 
insert the following: 
• Greg L. Tornga (since 2011), Head of Fixed Income and Portfolio Manager 

INTERNATIONAL GROWTH FUND 

On June 14, 2011, the Board of Directors of Principal Funds, Inc. approved the acquisition of the assets 
of the International Growth Fund by the Diversified International Fund. This proposal will be submitted for 
shareholder vote at a Special Meeting of Shareholders of International Growth Fund tentatively scheduled 
for October 3, 2011. Additional information about this proposal will be provided in the Proxy 
Statement/Prospectus that is expected to be mailed to record date shareholders of International Growth 
Fund in August 2011. If shareholders approve this proposal, the acquisition is expected to occur on or 
about October 14, 2011. 
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SHORT-TERM INCOME FUND 

Effective July 1, 2011, under the Management and Sub-Advisor(s) and Portfolio Manager(s) headings, 
insert the following: 
• Greg L. Tornga (since 2011), Head of Fixed Income and Portfolio Manager 

ADDITIONAL INFORMATION ABOUT INVESTMENT STRATEGIES AND RISKS 

Throughout the table, delete the row labeled “Securities Lending Risk” and related explanatory text. 

For the LargeCap S&P 500 Index Fund, for the row labeled “Management Risk”, delete “Not Applicable” 
and substitute “Non-Principal. 

MANAGEMENT OF THE FUNDS 

The Sub-Advisors 
Effective July 1, 2011, in the section for Edge Asset Management, Inc., add the following: 
 
Greg L. Tornga joined Edge in 2011. Previously, Mr. Tornga worked at Payden & Rygel Investment 
Management in Los Angeles. He earned a bachelor’s degree from the University of Michigan and an MBA 
from the Argyros School of Business at Chapman University. Mr. Tornga has earned the right to use the 
Chartered Financial Analyst designation. 

In the section for Montag & Caldwell, delete the second paragraph and replace with the following: 

M&C is the sub-advisor for a portion of the assets of the LargeCap Growth Fund II. 
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Supplement dated March 14, 2011 
to the Class J Prospectus 
for Principal Funds, Inc. 

dated March 1, 2011 
 

This supplement updates information currently in the Prospectus. Retain this supplement with the 
Prospectus. 
 
Replace the “Underlying Fund Risk” for the funds listed below:  

STRATEGIC ASSET MANAGEMENT (“SAM”) BALANCED PORTFOLIO (page 7) 
STRATEGIC ASSET MANAGEMENT (“SAM”) CONSERVATIVE BALANCED PORTFOLIO (page 11) 
STRATEGIC ASSET MANAGEMENT (“SAM”) CONSERVATIVE GROWTH PORTFOLIO (page 15) 
STRATEGIC ASSET MANAGEMENT (“SAM”) FLEXIBLE INCOME PORTFOLIO (page 19) 
STRATEGIC ASSET MANAGEMENT (“SAM”) STRATEGIC GROWTH PORTFOLIO (page 23) 
PRINCIPAL LIFETIME STRATEGIC INCOME FUND (page 27) 
PRINCIPAL LIFETIME 2010 FUND (page 32) 
PRINCIPAL LIFETIME 2020 FUND (page 37) 
PRINCIPAL LIFETIME 2030 FUND (page 42) 
PRINCIPAL LIFETIME 2040 FUND (page 47) 
PRINCIPAL LIFETIME 2050 FUND (page 52) 

with the following: 
 
Underlying Fund Risk. An underlying fund of a fund-of-funds may experience relatively large 
redemptions or investments as the fund-of-funds periodically reallocates or rebalances its assets. 
These transactions may cause the underlying fund to sell portfolio securities to meet such 
redemptions, or to invest cash from such investments, at times it would not otherwise do so, and 
may as a result increase transaction costs and adversely affect underlying fund performance.  
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PRINCIPAL FUNDS, INC.
Class J Shares 

The date of this Prospectus is March 1, 2011.

Ticker Symbols for Principal Funds, Inc. 
Fund Name Class J Fund Name Class J 

Bond & Mortgage Securities PBMJX Principal LifeTime 2010 PTAJX 
Diversified International PIIJX Principal LifeTime 2020 PLFJX 
Government & High Quality Bond PMRJX Principal LifeTime 2030 PLTJX 
Income PIOJX Principal LifeTime 2040 PTDJX 
Inflation Protection PIPJX Principal LifeTime 2050 PFLJX 
International Emerging Markets PIEJX Principal LifeTime Strategic Income PLSJX 
International Growth PITJX Real Estate Securities PREJX 
LargeCap Blend II PLBJX SAM Balanced  PSAJX 
LargeCap Growth PGLJX SAM Conservative Balanced PCBJX 
LargeCap Growth I PLGJX SAM Conservative Growth PCGJX 
LargeCap Growth II PPLJX SAM Flexible Income PFIJX 
LargeCap S&P 500 Index PSPJX SAM Strategic Growth PSWJX 
LargeCap Value PVLJX Short-Term Income PSJIX 
LargeCap Value III PLVJX SmallCap Blend PSBJX 
MidCap Blend PMBJX SmallCap Growth PSGJX 
MidCap Growth PMGJX SmallCap Growth I PSIJX 
MidCap Growth III PPQJX SmallCap Growth II PPMIX 
MidCap S&P 400 Index PMFJX SmallCap S&P 600 Index PSSJX 
MidCap Value I PVEJX SmallCap Value PSVJX 
MidCap Value III PMCJX SmallCap Value II PSMJX 
Money Market PMJXX   

The Securities and Exchange Commission has not approved or disapproved these securities or passed upon the 
adequacy of this prospectus.  Any representation to the contrary is a criminal offense. 
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STRATEGIC ASSET MANAGEMENT (“SAM”) BALANCED PORTFOLIO

Objective: The Portfolio seeks to provide as high a level of total return (consisting of reinvested income and capital 
appreciation) as is consistent with reasonable risk. In general, relative to the other Portfolios, the 
Balanced Portfolio should offer investors the potential for a medium level of income and a medium level 
of capital growth, while exposing them to a medium level of principal risk.

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay if you buy and hold shares of the Fund. The Fund 
operates as a fund of funds and thus bears both its own expenses and, indirectly, its proportionate share of the 
expenses of the underlying funds in which it invests.

Shareholder Fees (fees paid directly from your investment)

Class J 
Maximum Deferred Sales Charge (Load) 

(as a percentage of offering price)     1.00% 

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

For the year ended October 31, 2010 Class J 
Management Fees 0.34%
Distribution and/or Service (12b-1) Fees 0.45% 
Other Expenses 0.13%
Acquired Fund Fees and Expenses 0.66%

Total Annual Fund Operating Expenses 1.58%

Example
This Example is intended to help you compare the cost of investing in the Fund with the cost of investing in other 
mutual funds.

The Example assumes that you invest $10,000 in the Fund for the time periods indicated and then redeem all of 
your shares at the end of those periods. The Example also assumes that your investment has a 5% return each 
year and that the Fund’s operating expenses remain the same. Although your actual costs may be higher or 
lower, based on these assumptions your costs would be:

1 year 3 years 5 years 10 years 
Class J $261 $499 $860 $1,878 

You would pay the following expenses if you did not redeem your shares: 

1 year 3 years 5 years 10 years 
Class J $161 $499 $860 $1,878 

Portfolio Turnover
As a fund of funds, the Fund does not pay transaction costs, such as commissions, when it buys and sells shares of 
underlying funds (or “turns over” its portfolio). An underlying fund does pay transaction costs when it buys and sells 
portfolio securities, and a higher portfolio turnover may indicate higher transaction costs. These costs, which are not 
reflected in annual fund operating expenses or in the examples, affect the performance of the underlying fund and 
the Fund. During its most recent fiscal year, the Fund's portfolio turnover rate was 13.2% of the average value of its 
portfolio.
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Principal Investment Strategies
The Portfolio is one of five Strategic Asset Management (“SAM”) Portfolios: Flexible Income, Conservative Balanced, 
Balanced, Conservative Growth and Strategic Growth. The SAM Portfolios offer long-term investors different asset 
allocation strategies having different levels of potential investment risk and reward. The Portfolio is intended to offer 
the potential for a medium level of income and capital growth, with exposure to a medium level of principal risk.

The SAM Portfolios operate as funds of funds and invest principally in Institutional Class shares of Principal Funds, 
Inc. equity funds, fixed-income funds and specialty funds (“Underlying Funds”); the Sub-Advisor generally 
categorizes the Underlying Fund based on the investment profile of the Underlying Fund. Each SAM Portfolio 
typically allocates its assets among Underlying Funds, and within predetermined percentage ranges, as determined 
by the Sub-Advisor in accordance with its outlook for the economy, the financial markets and the relative market 
valuations of the Underlying Funds. 

The Portfolio:
Generally invests between 20% and 60% of its assets in fixed-income funds, and less than 40% in any one fixed-
income fund  
Generally invests between 40% and 80% of its assets in equity funds, and less than 30% in any one equity fund 
Generally invests less than 20% of its assets in specialty funds, and less than 20% in any one specialty fund 

The Portfolio may temporarily exceed the applicable percentage ranges for short periods, and the Sub-Advisor may 
alter the percentage ranges when it deems appropriate 

Principal Risks
The broad diversification of the Portfolio is designed to cushion severe losses in any one investment sector and 
moderate overall price volatility. However, the Portfolio is subject to the particular risks of the Underlying Funds in 
which it invests, and its share prices and performance will fluctuate with the shares prices and performance of the 
Underlying Funds. An investment in the Fund is not a deposit of a bank and is not insured or guaranteed by the 
Federal Deposit Insurance Corporation or any other government agency. If you sell your shares when their value is 
less than the price you paid, you will lose money.  

The SAM Portfolios share the same risks but often with different levels of exposure. 

The Portfolio has greater exposure than the Flexible Income and Conservative Balanced Portfolios to (in alphabetical 
order): 

Equity Securities Risk. Equity securities (common, convertible preferred stocks and other securities whose values 
are tied to the price of stocks, such as rights, warrants and convertible debt securities) could decline in value if the 
issuer's financial condition declines or in response to overall market and economic conditions. A fund's principal 
market segment(s), such as large cap, mid cap or small cap stocks, or growth or value stocks, may underperform 
other market segments or the equity markets as a whole. Investments in smaller companies and mid-size companies 
may involve greater risk and price volatility than investments in larger, more mature companies.  

Foreign Securities Risk. The risks of foreign securities include loss of value as a result of: political or economic 
instability; nationalization, expropriation or confiscatory taxation; changes in foreign exchange rates and foreign 
exchange restrictions; settlement delays; and limited government regulation (including less stringent reporting, 
accounting, and disclosure standards than are required of U.S. companies). Certain of these risks are greater for 
investments in emerging markets.  

The Portfolio has less exposure than the Flexible Income and Conservative Balanced Portfolio to (in alphabetical 
order): 

Fixed-Income Securities Risk. Fixed-income securities are subject to interest rate risk and credit quality risk. The 
market value of fixed-income securities generally declines when interest rates rise, and an issuer of fixed-income 
securities could default on its payment obligations.  

High Yield Securities Risk. High yield fixed-income securities (commonly referred to as "junk bonds") are subject to 
greater credit quality risk than higher rated fixed-income securities and should be considered speculative. 



7

Portfolio Duration Risk. Portfolio duration is a measure of the expected life of a fixed-income security and its 
sensitivity to changes in interest rates. The longer a fund's average portfolio duration, the more sensitive the fund will 
be to changes in interest rates.  

Preferred Securities Risk. Preferred securities are junior subordinated securities in a company’s capital structure 
and therefore can be subject to greater credit and liquidation risk. 

Prepayment Risk. Unscheduled prepayments on mortgage-backed and asset-backed securities may have to be 
reinvested at lower rates. A reduction in prepayments may increase the effective maturities of these securities, 
exposing them to the risk of decline in market value over time (extension risk).  

U.S. Government Securities Risk. Yields available from U.S. government securities are generally lower than yields 
from many other fixed-income securities. 

U.S. Government Sponsored Securities Risk. Securities issued by U.S. government-sponsored or -chartered 
enterprises such as the Federal Home Loan Mortgage Corporation, the Federal National Mortgage Association, and 
the Federal Home Loan Banks are not issued or guaranteed by the U.S. Treasury. 

Each of the SAM Portfolios is subject directly or indirectly through the underlying funds to (in alphabetical order): 

Asset Allocation Risk. A fund's selection and weighting of asset classes and/or underlying funds may cause it to 
underperform other funds with a similar investment objective.  

Conflict of Interest Risk. The Advisor and its affiliates earn different fees from different underlying funds and may 
have an incentive to allocate more fund-of-fund assets to underlying funds from which they receive higher fees.  

Investment Company Securities Risk. Fund shareholders bear indirectly their proportionate share of the expenses 
of other investment companies in which the Fund invests.  

Underlying Fund Risk. As of the date of this prospectus, this fund was being used as an underlying fund of a fund 
of funds, and an underlying fund of a fund of funds may experience relatively large redemptions or investments as 
the fund of funds periodically reallocates or rebalances its assets. These transactions may cause the underlying fund 
to sell portfolio securities to meet such redemptions, or to invest cash from such investments, at times it would not 
otherwise do so, and may as a result increase transaction costs and adversely affect underlying fund performance. 

Performance
The following information provides an indication of the risks of investing in the Fund. The bar chart shows the 
investment returns of the Fund’s Class J shares for each full calendar year of operations for 10 years (or, if shorter, 
the life of the Fund). These annual returns do not reflect sales charges; if they did, results would be lower. The table 
shows, for Class J shares of the Fund and for the last one, five, and ten calendar year periods (or, if shorter, the life 
of the Fund), how the Fund’s average annual total returns compare to the returns of one or more broad-based market 
indices. Past performance (before and after taxes) is not necessarily an indication of how the Fund will perform in the 
future. You may get updated performance information online at www.principalfunds.com or by calling 1-800-222-
5852.

The Portfolio commenced operations after succeeding to the operations of another fund on January 12, 2007. 
Performance for periods prior to that date is based on the performance of the predecessor fund’s Class A shares 
adjusted to reflect the fees and expenses of Class J shares. The adjustments result in performance (for the periods 
prior to the date Class J began operations) that is no higher than the historical performance of Class A shares. The 
predecessor fund commenced operations on July 25, 1996. 

Performance of a blended index shows how the Fund's performance compares to an index with similar investment 
objectives. Performance of the components of the blended index are also shown. The weightings for Capital 
Benchmark (60/40) are 60% S&P 500 Index and 40% Barclays Capital Aggregate Bond Index. 
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Total Returns as of December 31 each year (Class J shares)

Highest return for a quarter during the period of the bar chart above: Q2 ‘09 13.35% 
Lowest return for a quarter during the period of the bar chart above: Q4 ‘08 -14.49% 

Average Annual Total Returns 

For the periods ended December 31, 2010 1 Year 5 Years 10 Years 

Class J Return Before Taxes 11.94% 3.93% 4.30% 
Class J Return After Taxes on Distributions  11.31% 2.80% 3.31% 
Class J Return After Taxes on Distribution and Sale of Fund Shares 7.97% 2.97% 3.27% 
S&P 500 Index (reflects no deduction for fees, expenses, or taxes)  15.06% 2.29% 1.41% 
Barclays Capital Aggregate Bond Index (reflects no deduction for fees, expenses, or taxes)  6.54% 5.80% 5.84% 
Capital Benchmark (60/40) (reflects no deduction for fees, expenses, or taxes)  12.13% 4.08% 3.53% 

After-tax returns are calculated using the historical highest individual federal marginal income tax rates and do not 
reflect the impact of state and local taxes. Actual after-tax returns depend on an investor’s tax situation and may 
differ from those shown. The after-tax returns shown are not relevant to investors who hold their Fund shares through 
tax-deferred arrangements, such as 401(k) plans or individual retirement accounts.  

Management

Investment Advisor: Principal Management Corporation

Sub-Advisor(s) and Portfolio Manager(s): 
Edge Asset Management, Inc. 

Charles D. Averill (since 2010), Portfolio Manager
Jill R. Cuniff (since 2010), President and Portfolio Manager
Todd A. Jablonski (since 2010), Portfolio Manager

For Important Information About:
purchase and sales of Fund shares, please turn to “Certain Information Common to all Funds - Purchase and 
Sale of Fund Shares” at page 154 of the Prospectus;
taxes, please turn to “Certain Information Common to all Funds - Tax Information” at page 154 of the Prospectus; 
and
financial intermediary compensation, please turn to “Certain Information Common to all Funds - Payments to 
Broker-Dealers and Other Financial Intermediaries” at page 154 of the Prospectus.
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STRATEGIC ASSET MANAGEMENT (“SAM”) CONSERVATIVE BALANCED PORTFOLIO

Objective: The Portfolio seeks to provide a high level of total return (consisting of reinvestment of income and 
capital appreciation), consistent with a moderate degree of principal risk. In general, relative to the other 
Portfolios, the Conservative Balanced Portfolio should offer investors the potential for a medium to high 
level of income and a medium to low level of capital growth, while exposing them to a medium to low 
level of principal risk.

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay if you buy and hold shares of the Fund. The Fund 
operates as a fund of funds and thus bears both its own expenses and, indirectly, its proportionate share of the 
expenses of the underlying funds in which it invests.

Shareholder Fees (fees paid directly from your investment) 

Class J 
Maximum Deferred Sales Charge (Load) 

(as a percentage of offering price)     1.00% 

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

For the year ended October 31, 2010 Class J 
Management Fees 0.34%
Distribution and/or Service (12b-1) Fees 0.45% 
Other Expenses 0.12%
Acquired Fund Fees and Expenses 0.62%

Total Annual Fund Operating Expenses 1.53%

Example
This Example is intended to help you compare the cost of investing in the Fund with the cost of investing in other 
mutual funds.

The Example assumes that you invest $10,000 in the Fund for the time periods indicated and then redeem all of 
your shares at the end of those periods. The Example also assumes that your investment has a 5% return each 
year and that the Fund’s operating expenses remain the same. Although your actual costs may be higher or 
lower, based on these assumptions your costs would be: 

1 year 3 years 5 years 10 years 
Class J $256 $483 $834 $1,824 

You would pay the following expenses if you did not redeem your shares: 

1 year 3 years 5 years 10 years 
Class J $156 $483 $834 $1,824 

Portfolio Turnover
As a fund of funds, the Fund does not pay transaction costs, such as commissions, when it buys and sells shares of 
underlying funds (or “turns over” its portfolio). An underlying fund does pay transaction costs when it buys and sells 
portfolio securities, and a higher portfolio turnover may indicate higher transaction costs. These costs, which are not 
reflected in annual fund operating expenses or in the examples, affect the performance of the underlying fund and 
the Fund. During its most recent fiscal year, the Fund's portfolio turnover rate was 11.4% of the average value of its 
portfolio.
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Principal Investment Strategies
The Portfolio is one of five Strategic Asset Management ("SAM") Portfolios: Flexible Income, Conservative Balanced, 
Balanced, Conservative Growth and Strategic Growth. The SAM Portfolios offer long-term investors different asset 
allocation strategies having different levels of potential investment risk and reward. The Portfolio is intended to offer 
the potential for a medium to high level of income and medium to low level of capital growth, with exposure to a 
medium to low level of principal risk.

The SAM Portfolios operate as funds of funds and invest principally in Institutional Class shares of Principal Funds, 
Inc. equity funds, fixed-income funds and specialty funds ("Underlying Funds"); the Sub-Advisor generally 
categorizes the Underlying Fund based on the investment profile of the Underlying Fund. Each SAM Portfolio 
typically allocates its assets among Underlying Funds, and within predetermined percentage ranges, as determined 
by the Sub-Advisor in accordance with its outlook for the economy, the financial markets and the relative market 
valuations of the Underlying Funds.

The Portfolio:
Generally invests between 40% and 80% of its assets in fixed-income funds, and less than 40% in any one fixed-
income fund 
Generally invests between 20% and 60% of its assets in equity funds, and less than 30% in any one equity fund
Generally invests less than 20% of its assets in specialty funds, and less than 20% in any one specialty fund

The Portfolio may temporarily exceed these percentage ranges for short periods, and the Sub-Advisor may alter the 
percentage ranges when it deems appropriate. 

Principal Risks
The broad diversification of the Portfolio is designed to cushion severe losses in any one investment sector and 
moderate overall price volatility. However, the Portfolio is subject to the particular risks of the Underlying Funds in 
which it invests, and its share prices and performance will fluctuate with the shares prices and performance of the 
Underlying Funds. An investment in the Fund is not a deposit of a bank and is not insured or guaranteed by the 
Federal Deposit Insurance Corporation or any other government agency. If you sell your shares when their value is 
less than the price you paid, you will lose money.  

The SAM Portfolios share the same risks but often with different levels of exposure. 

The Portfolio has greater exposure than the Balanced, Conservative Growth and Strategic Growth Portfolios to (in 
alphabetical order): 

Fixed-Income Securities Risk. Fixed-income securities are subject to interest rate risk and credit quality risk. The 
market value of fixed-income securities generally declines when interest rates rise, and an issuer of fixed-income 
securities could default on its payment obligations.  

High Yield Securities Risk. High yield fixed-income securities (commonly referred to as "junk bonds") are subject to 
greater credit quality risk than higher rated fixed-income securities and should be considered speculative. 

Portfolio Duration Risk. Portfolio duration is a measure of the expected life of a fixed-income security and its 
sensitivity to changes in interest rates. The longer a fund's average portfolio duration, the more sensitive the fund will 
be to changes in interest rates.  

Preferred Securities Risk. Preferred securities are junior subordinated securities in a company’s capital structure 
and therefore can be subject to greater credit and liquidation risk. 

Prepayment Risk. Unscheduled prepayments on mortgage-backed and asset-backed securities may have to be 
reinvested at lower rates. A reduction in prepayments may increase the effective maturities of these securities, 
exposing them to the risk of decline in market value over time (extension risk).  

U.S. Government Securities Risk. Yields available from U.S. government securities are generally lower than yields 
from many other fixed-income securities. 
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U.S. Government Sponsored Securities Risk. Securities issued by U.S. government-sponsored or -chartered 
enterprises such as the Federal Home Loan Mortgage Corporation, the Federal National Mortgage Association, and 
the Federal Home Loan Banks are not issued or guaranteed by the U.S. Treasury. 

The Portfolio has less exposure than the Balanced, Conservative Growth and Strategic Growth Portfolios to (in 
alphabetical order): 

Equity Securities Risk. Equity securities (common, convertible preferred stocks and other securities whose values 
are tied to the price of stocks, such as rights, warrants and convertible debt securities) could decline in value if the 
issuer's financial condition declines or in response to overall market and economic conditions. A fund's principal 
market segment(s), such as large cap, mid cap or small cap stocks, or growth or value stocks, may underperform 
other market segments or the equity markets as a whole. Investments in smaller companies and mid-size companies 
may involve greater risk and price volatility than investments in larger, more mature companies.  

Foreign Securities Risk. The risks of foreign securities include loss of value as a result of: political or economic 
instability; nationalization, expropriation or confiscatory taxation; changes in foreign exchange rates and foreign 
exchange restrictions; settlement delays; and limited government regulation (including less stringent reporting, 
accounting, and disclosure standards than are required of U.S. companies). Certain of these risks are greater for 
investments in emerging markets.  

Each of the SAM Portfolios is subject directly or indirectly through the underlying funds to (in alphabetical order): 

Asset Allocation Risk. A fund's selection and weighting of asset classes and/or underlying funds may cause it to 
underperform other funds with a similar investment objective.  

Conflict of Interest Risk. The Advisor and its affiliates earn different fees from different underlying funds and may 
have an incentive to allocate more fund-of-fund assets to underlying funds from which they receive higher fees.  

Investment Company Securities Risk. Fund shareholders bear indirectly their proportionate share of the expenses 
of other investment companies in which the Fund invests.  

Underlying Fund Risk. As of the date of this prospectus, this fund was being used as an underlying fund of a fund 
of funds, and an underlying fund of a fund of funds may experience relatively large redemptions or investments as 
the fund of funds periodically reallocates or rebalances its assets. These transactions may cause the underlying fund 
to sell portfolio securities to meet such redemptions, or to invest cash from such investments, at times it would not 
otherwise do so, and may as a result increase transaction costs and adversely affect underlying fund performance. 

Performance
The following information provides an indication of the risks of investing in the Fund. The bar chart shows the 
investment returns of the Fund’s Class J shares for each full calendar year of operations for 10 years (or, if shorter, 
the life of the Fund). These annual returns do not reflect sales charges; if they did, results would be lower. The table 
shows, for Class J shares of the Fund and for the last one, five, and ten calendar year periods (or, if shorter, the life 
of the Fund), how the Fund’s average annual total returns compare to the returns of one or more broad-based market 
indices. Past performance (before and after taxes) is not necessarily an indication of how the Fund will perform in the 
future. You may get updated performance information online at www.principalfunds.com or by calling 1-800-222-
5852.

The Portfolio commenced operations after succeeding to the operations of another fund on January 12, 2007. 
Performance for periods prior to that date is based on the performance of the predecessor fund’s Class A shares 
adjusted to reflect the fees and expenses of Class J shares. The adjustments result in performance (for the periods 
prior to the date Class J began operations) that is no higher than the historical performance of Class A shares. The 
predecessor fund commenced operations on July 25, 1996. 

Performance of a blended index shows how the Fund's performance compares to an index with similar investment 
objectives. Performance of the components of the blended index are also shown. The weightings for Capital 
Benchmark (40/60) are 40% S&P 500 Index and 60% Barclays Capital Aggregate Bond Index. 
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Total Returns as of December 31 each year (Class J shares) 

Highest return for a quarter during the period of the bar chart above: Q2 ‘09 11.35% 
Lowest return for a quarter during the period of the bar chart above: Q4 ‘08 -10.04% 

Average Annual Total Returns 

For the periods ended December 31, 2010 1 Year 5 Years 10 Years 

Class J Return Before Taxes 10.23% 4.84% 4.97% 
Class J Return After Taxes on Distributions  9.27% 3.55% 3.76% 
Class J Return After Taxes on Distribution and Sale of Fund Shares 6.78% 3.54% 3.64% 
Barclays Capital Aggregate Bond Index (reflects no deduction for fees, expenses, or taxes) 6.54% 5.80% 5.84% 
S&P 500 Index (reflects no deduction for fees, expenses, or taxes) 15.06% 2.29% 1.41% 
Capital Benchmark (40/60) (reflects no deduction for fees, expenses, or taxes)  10.41% 4.78% 4.42% 

After-tax returns are calculated using the historical highest individual federal marginal income tax rates and do not 
reflect the impact of state and local taxes. Actual after-tax returns depend on an investor’s tax situation and may 
differ from those shown. The after-tax returns shown are not relevant to investors who hold their Fund shares through 
tax-deferred arrangements, such as 401(k) plans or individual retirement accounts.  

Management

Investment Advisor: Principal Management Corporation

Sub-Advisor(s) and Portfolio Manager(s): 
Edge Asset Management, Inc. 

Charles D. Averill (since 2010), Portfolio Manager
Jill R. Cuniff (since 2010), President and Portfolio Manager
Todd A. Jablonski (since 2010), Portfolio Manager

For Important Information About:
purchase and sales of Fund shares, please turn to “Certain Information Common to all Funds - Purchase and 
Sale of Fund Shares” at page 154 of the Prospectus;
taxes, please turn to “Certain Information Common to all Funds - Tax Information” at page 154 of the Prospectus; 
and
financial intermediary compensation, please turn to “Certain Information Common to all Funds - Payments to 
Broker-Dealers and Other Financial Intermediaries” at page 154 of the Prospectus.
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STRATEGIC ASSET MANAGEMENT (“SAM”) CONSERVATIVE GROWTH PORTFOLIO

Objective: The Portfolio seeks to provide long-term capital appreciation. In general, relative to the other Portfolios, 
the Conservative Growth Portfolio should offer investors the potential for a low to medium level of 
income and a medium to high level of capital growth, while exposing them to a medium to high level of 
principal risk.

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay if you buy and hold shares of the Fund. The Fund 
operates as a fund of funds and thus bears both its own expenses and, indirectly, its proportionate share of the 
expenses of the underlying funds in which it invests.

Shareholder Fees (fees paid directly from your investment) 

Class J 
Maximum Deferred Sales Charge (Load) 

(as a percentage of offering price)     1.00% 

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

For the year ended October 31, 2010 Class J 
Management Fees 0.34%
Distribution and/or Service (12b-1) Fees 0.45% 
Other Expenses 0.13%
Acquired Fund Fees and Expenses 0.69%

Total Annual Fund Operating Expenses 1.61%

Example
This Example is intended to help you compare the cost of investing in the Fund with the cost of investing in other 
mutual funds.

The Example assumes that you invest $10,000 in the Fund for the time periods indicated and then redeem all of 
your shares at the end of those periods. The Example also assumes that your investment has a 5% return each 
year and that the Fund’s operating expenses remain the same. Although your actual costs may be higher or 
lower, based on these assumptions your costs would be: 

1 year 3 years 5 years 10 years 
Class J $264 $508 $876 $1,911 

You would pay the following expenses if you did not redeem your shares: 

1 year 3 years 5 years 10 years 
Class J $164 $508 $876 $1,911 

Portfolio Turnover
As a fund of funds, the Fund does not pay transaction costs, such as commissions, when it buys and sells shares of 
underlying funds (or “turns over” its portfolio). An underlying fund does pay transaction costs when it buys and sells 
portfolio securities, and a higher portfolio turnover may indicate higher transaction costs. These costs, which are not 
reflected in annual fund operating expenses or in the examples, affect the performance of the underlying fund and 
the Fund. During its most recent fiscal year, the Fund's portfolio turnover rate was 15.4% of the average value of its 
portfolio.



14

Principal Investment Strategies
The Portfolio is one of five Strategic Asset Management ("SAM") Portfolios: Flexible Income, Conservative Balanced, 
Balanced, Conservative Growth and Strategic Growth. The SAM Portfolios offer long-term investors different asset 
allocation strategies having different levels of potential investment risk and reward. The Portfolio is intended to offer 
the potential for a low to medium level of income and a medium to high level of capital growth, with exposure to a 
medium to high level of principal risk. 

The SAM Portfolios operate as funds of funds and invest principally in Institutional Class shares of Principal Funds, 
Inc. equity funds, fixed-income funds and specialty funds ("Underlying Funds"); the Sub-Advisor generally 
categorizes the Underlying Fund based on the investment profile of the Underlying Fund. Each SAM Portfolio 
typically allocates its assets among Underlying Funds, and within predetermined percentage ranges, as determined 
by the Sub-Advisor in accordance with its outlook for the economy, the financial markets and the relative market 
valuations of the Underlying Funds. 

The Portfolio: 
Generally invests between 0% and 40% of its assets in fixed-income funds, and less than 30% in any one fixed-
income fund
Generally invests between 60% and 100% of its assets in equity funds, and less than 40% in any one equity fund
Generally invests less than 20% of its assets in specialty funds, and less than 20% in any one specialty fund

The Portfolio may temporarily exceed the applicable percentage ranges for short periods, and the Sub-Advisor may 
alter the percentage ranges when it deems appropriate

Principal Risks
The broad diversification of the Portfolio is designed to cushion severe losses in any one investment sector and 
moderate overall price volatility. However, the Portfolio is subject to the particular risks of the Underlying Funds in 
which it invests, and its share prices and performance will fluctuate with the shares prices and performance of the 
Underlying Funds. An investment in the Fund is not a deposit of a bank and is not insured or guaranteed by the 
Federal Deposit Insurance Agency or any other government agency. If you sell your shares when their value is less 
than the price you paid, you will lose money.  

The SAM Portfolios share the same risks but often with different levels of exposure. 

The Portfolio has greater exposure than the Flexible Income and Conservative Balanced Portfolios to (in alphabetical 
order): 

Equity Securities Risk. Equity securities (common, convertible preferred stocks and other securities whose values 
are tied to the price of stocks, such as rights, warrants and convertible debt securities) could decline in value if the 
issuer's financial condition declines or in response to overall market and economic conditions. A fund's principal 
market segment(s), such as large cap, mid cap or small cap stocks, or growth or value stocks, may underperform 
other market segments or the equity markets as a whole. Investments in smaller companies and mid-size companies 
may involve greater risk and price volatility than investments in larger, more mature companies.  

Foreign Securities Risk. The risks of foreign securities include loss of value as a result of: political or economic 
instability; nationalization, expropriation or confiscatory taxation; changes in foreign exchange rates and foreign 
exchange restrictions; settlement delays; and limited government regulation (including less stringent reporting, 
accounting, and disclosure standards than are required of U.S. companies). Certain of these risks are greater for 
investments in emerging markets.  

The Portfolio has less exposure than the Flexible Income and Conservative Balanced Portfolios to (in alphabetical 
order): 

Fixed-Income Securities Risk. Fixed-income securities are subject to interest rate risk and credit quality risk. The 
market value of fixed-income securities generally declines when interest rates rise, and an issuer of fixed-income 
securities could default on its payment obligations.  

High Yield Securities Risk. High yield fixed-income securities (commonly referred to as "junk bonds") are subject to 
greater credit quality risk than higher rated fixed-income securities and should be considered speculative. 
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Portfolio Duration Risk. Portfolio duration is a measure of the expected life of a fixed-income security and its 
sensitivity to changes in interest rates. The longer a fund's average portfolio duration, the more sensitive the fund will 
be to changes in interest rates.  

Preferred Securities Risk. Preferred securities are junior subordinated securities in a company’s capital structure 
and therefore can be subject to greater credit and liquidation risk. 

Prepayment Risk. Unscheduled prepayments on mortgage-backed and asset-backed securities may have to be 
reinvested at lower rates. A reduction in prepayments may increase the effective maturities of these securities, 
exposing them to the risk of decline in market value over time (extension risk).  

U.S. Government Securities Risk. Yields available from U.S. government securities are generally lower than yields 
from many other fixed-income securities. 

U.S. Government Sponsored Securities Risk. Securities issued by U.S. government-sponsored or -chartered 
enterprises such as the Federal Home Loan Mortgage Corporation, the Federal National Mortgage Association, and 
the Federal Home Loan Banks are not issued or guaranteed by the U.S. Treasury. 

Each of the SAM Portfolios is subject directly or indirectly through the underlying funds to (in alphabetical order): 

Asset Allocation Risk. A fund's selection and weighting of asset classes and/or underlying funds may cause it to 
underperform other funds with a similar investment objective. 

Conflict of Interest Risk. The Advisor and its affiliates earn different fees from different underlying funds and may 
have an incentive to allocate more fund-of-fund assets to underlying funds from which they receive higher fees.  

Investment Company Securities Risk. Fund shareholders bear indirectly their proportionate share of the expenses 
of other investment companies in which the Fund invests.  

Underlying Fund Risk. As of the date of this prospectus, this fund was being used as an underlying fund of a fund 
of funds, and an underlying fund of a fund of funds may experience relatively large redemptions or investments as 
the fund of funds periodically reallocates or rebalances its assets. These transactions may cause the underlying fund 
to sell portfolio securities to meet such redemptions, or to invest cash from such investments, at times it would not 
otherwise do so, and may as a result increase transaction costs and adversely affect underlying fund performance. 

Performance
The following information provides an indication of the risks of investing in the Fund. The bar chart shows the 
investment returns of the Fund’s Class J shares for each full calendar year of operations for 10 years (or, if shorter, 
the life of the Fund). These annual returns do not reflect sales charges; if they did, results would be lower. The table 
shows, for Class J shares of the Fund and for the last one, five, and ten calendar year periods (or, if shorter, the life 
of the Fund), how the Fund’s average annual total returns compare to the returns of one or more broad-based market 
indices. Past performance (before and after taxes) is not necessarily an indication of how the Fund will perform in the 
future. You may get updated performance information online at www.principalfunds.com or by calling 1-800-222-
5852.

The Portfolio commenced operations after succeeding to the operations of another fund on January 12, 2007. 
Performance for periods prior to that date is based on the performance of the predecessor fund’s Class A shares 
adjusted to reflect the fees and expenses of Class J shares. The adjustments result in performance (for the periods 
prior to the date Class J began operations) that is no higher than the historical performance of Class A shares. The 
predecessor fund commenced operations on July 25, 1996. 

Performance of a blended index shows how the Fund's performance compares to an index with similar investment 
objectives. Performance of the components of the blended index are also shown. The weightings for Capital 
Benchmark (80/20) are 80% S&P 500 Index and 20% Barclays Capital Aggregate Bond Index.
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Total Returns as of December 31 each year (Class J shares)

Highest return for a quarter during the period of the bar chart above: Q2 ‘09 14.67% 
Lowest return for a quarter during the period of the bar chart above: Q4 ‘08 -19.20% 

Average Annual Total Returns 

For the periods ended December 31, 2010 1 Year 5 Years 10 Years 

Class J Return Before Taxes 13.36% 2.94% 3.39% 
Class J Return After Taxes on Distributions  13.12% 2.10% 2.71% 
Class J Return After Taxes on Distribution and Sale of Fund Shares 9.00% 2.37% 2.72% 
S&P 500 Index (reflects no deduction for fees, expenses, or taxes)  15.06% 2.29% 1.41% 
Barclays Capital Aggregate Bond Index (reflects no deduction for fees, expenses, or taxes)  6.54% 5.80% 5.84% 
Capital Benchmark (80/20) (reflects no deduction for fees, expenses, or taxes)  13.68% 3.25% 2.53% 

After-tax returns are calculated using the historical highest individual federal marginal income tax rates and do not 
reflect the impact of state and local taxes. Actual after-tax returns depend on an investor’s tax situation and may 
differ from those shown. The after-tax returns shown are not relevant to investors who hold their Fund shares through 
tax-deferred arrangements, such as 401(k) plans or individual retirement accounts.  

Management

Investment Advisor: Principal Management Corporation

Sub-Advisor(s) and Portfolio Manager(s): 
Edge Asset Management, Inc. 

Charles D. Averill (since 2010), Portfolio Manager
Jill R. Cuniff (since 2010), President and Portfolio Manager
Todd A. Jablonski (since 2010), Portfolio Manager

For Important Information About:
purchase and sales of Fund shares, please turn to “Certain Information Common to all Funds - Purchase and 
Sale of Fund Shares” at page 154 of the Prospectus;
taxes, please turn to “Certain Information Common to all Funds - Tax Information” at page 154 of the Prospectus; 
and
financial intermediary compensation, please turn to “Certain Information Common to all Funds - Payments to 
Broker-Dealers and Other Financial Intermediaries” at page 154 of the Prospectus.
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STRATEGIC ASSET MANAGEMENT (“SAM”) FLEXIBLE INCOME PORTFOLIO

Objective: The Portfolio seeks to provide a high level of total return (consisting of reinvestment of income with 
some capital appreciation). In general, relative to the other Portfolios, the Flexible Income Portfolio 
should offer investors the potential for a high level of income and a low level of capital growth, while 
exposing them to a low level of principal risk.

Fees and Expenses of the Fund
This table describes the fees and expenses that you may pay if you buy and hold shares of the Fund. The Fund 
operates as a fund of funds and thus bears both its own expenses and, indirectly, its proportionate share of the 
expenses of the underlying funds in which it invests. 

Shareholder Fees (fees paid directly from your investment)

Class J 
Maximum Deferred Sales Charge (Load) 

(as a percentage of offering price)     1.00% 

Annual Fund Operating Expenses 
(expenses that you pay each year as a percentage of the value of your investment)

For the year ended October 31, 2010 Class J 
Management Fees 0.34%
Distribution and/or Service (12b-1) Fees 0.45% 
Other Expenses 0.19%
Acquired Fund Fees and Expenses 0.59%

Total Annual Fund Operating Expenses 1.57%

Example
This Example is intended to help you compare the cost of investing in the Fund with the cost of investing in other 
mutual funds.

The Example assumes that you invest $10,000 in the Fund for the time periods indicated and then redeem all of 
your shares at the end of those periods. The Example also assumes that your investment has a 5% return each 
year and that the Fund’s operating expenses remain the same. Although your actual costs may be higher or 
lower, based on these assumptions your costs would be: 

1 year 3 years 5 years 10 years 
Class J $260 $496 $855 $1,867 

You would pay the following expenses if you did not redeem your shares: 

1 year 3 years 5 years 10 years 
Class J $160 $496 $855 $1,867 

Portfolio Turnover
As a fund of funds, the Fund does not pay transaction costs, such as commissions, when it buys and sells shares of 
underlying funds (or “turns over” its portfolio). An underlying fund does pay transaction costs when it buys and sells 
portfolio securities, and a higher portfolio turnover may indicate higher transaction costs. These costs, which are not 
reflected in annual fund operating expenses or in the examples, affect the performance of the underlying fund and 
the Fund. During its most recent fiscal year, the Fund's portfolio turnover rate was 9.5% of the average value of its 
portfolio.
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Principal Investment Strategies
The Portfolio is one of five Strategic Asset Management ("SAM") Portfolios: Flexible Income, Conservative Balanced, 
Balanced, Conservative Growth and Strategic Growth. The SAM Portfolios offer long-term investors different asset 
allocation strategies having different levels of potential investment risk and reward. The Portfolio is intended to offer 
the potential for a high level of income and a low level of capital growth, with exposure to a low level of principal risk.

The SAM Portfolios operate as funds of funds and invest principally in Institutional Class shares of Principal Funds, 
Inc. equity funds, fixed-income funds and specialty funds ("Underlying Funds"); the Sub-Advisor generally 
categorizes the Underlying Fund based on the investment profile of the Underlying Fund. Each SAM Portfolio 
typically allocates its assets among Underlying Funds, and within predetermined percentage ranges, as determined 
by the Sub-Advisor in accordance with its outlook for the economy, the financial markets and the relative market 
valuations of the Underlying Funds. 

The Portfolio:
Generally invests between 55% and 95% of its assets in fixed-income funds, and less than 40% in any one fixed-
income fund
Generally invests between 5% and 45% of its assets in equity funds, and less than 30% in any one equity fund
Generally invests less than 20% of its assets in specialty funds, and less than 20% in any one specialty fund

The Portfolio may temporarily exceed these percentage ranges for short periods, and the Sub-Advisor may alter the 
percentage ranges when it deems appropriate.

Principal Risks
The broad diversification of the Portfolio is designed to cushion severe losses in any one investment sector and 
moderate overall price volatility. However, the Portfolio is subject to the particular risks of the Underlying Funds in 
which it invests, and its share prices and performance will fluctuate with the shares prices and performance of the 
Underlying Funds. An investment in the Fund is not a deposit of a bank and is not insured or guaranteed by the 
Federal Deposit Insurance Corporation or any other government agency. If you sell your shares when their value is 
less than the price you paid, you will lose money. 

The SAM Portfolios share the same risks but often with different levels of exposure. 

The Portfolio has greater exposure than the Balanced, Conservative Growth and Strategic Growth Portfolios to (in 
alphabetical order): 

Fixed-Income Securities Risk. Fixed-income securities are subject to interest rate risk and credit quality risk. The 
market value of fixed-income securities generally declines when interest rates rise, and an issuer of fixed-income 
securities could default on its payment obligations.  

High Yield Securities Risk. High yield fixed-income securities (commonly referred to as "junk bonds") are subject to 
greater credit quality risk than higher rated fixed-income securities and should be considered speculative. 

Portfolio Duration Risk. Portfolio duration is a measure of the expected life of a fixed-income security and its 
sensitivity to changes in interest rates. The longer a fund's average portfolio duration, the more sensitive the fund will 
be to changes in interest rates.  

Preferred Securities Risk. Preferred securities are junior subordinated securities in a company’s capital structure 
and therefore can be subject to greater credit and liquidation risk. 

Prepayment Risk. Unscheduled prepayments on mortgage-backed and asset-backed securities may have to be 
reinvested at lower rates. A reduction in prepayments may increase the effective maturities of these securities, 
exposing them to the risk of decline in market value over time (extension risk).  

U.S. Government Securities Risk. Yields available from U.S. government securities are generally lower than yields 
from many other fixed-income securities. 

U.S. Government Sponsored Securities Risk. Securities issued by U.S. government-sponsored or -chartered 
enterprises such as the Federal Home Loan Mortgage Corporation, the Federal National Mortgage Association, and 
the Federal Home Loan Banks are not issued or guaranteed by the U.S. Treasury. 
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The Portfolio has less exposure than the Balanced, Conservative Growth and Strategic Growth Portfolios to (in 
alphabetical order): 

Equity Securities Risk. Equity securities (common, convertible preferred stocks and other securities whose values 
are tied to the price of stocks, such as rights, warrants and convertible debt securities) could decline in value if the 
issuer's financial condition declines or in response to overall market and economic conditions. A fund's principal 
market segment(s), such as large cap, mid cap or small cap stocks, or growth or value stocks, may underperform 
other market segments or the equity markets as a whole. Investments in smaller companies and mid-size companies 
may involve greater risk and price volatility than investments in larger, more mature companies.  

Foreign Securities Risk. The risks of foreign securities include loss of value as a result of: political or economic 
instability; nationalization, expropriation or confiscatory taxation; changes in foreign exchange rates and foreign 
exchange restrictions; settlement delays; and limited government regulation (including less stringent reporting, 
accounting, and disclosure standards than are required of U.S. companies). Certain of these risks are greater for 
investments in emerging markets.  

Growth Stock Risk. Market prices of growth stocks are often more sensitive than other securities to earnings 
expectations. 

Value Stock Risk. The market may not recognize the intrinsic value of value stocks for a long time, or they may be 
appropriately priced at the time of purchase.  

Each of the SAM Portfolios is subject directly or indirectly through the underlying funds to (in alphabetical order): 

Asset Allocation Risk. A fund's selection and weighting of asset classes and/or underlying funds may cause it to 
underperform other funds with a similar investment objective.  

Conflict of Interest Risk. The Advisor and its affiliates earn different fees from different underlying funds and may 
have an incentive to allocate more fund-of-fund assets to underlying funds from which they receive higher fees.  

Investment Company Securities Risk. Fund shareholders bear indirectly their proportionate share of the expenses 
of other investment companies in which the Fund invests.  

Underlying Fund Risk. As of the date of this prospectus, this fund was being used as an underlying fund of a fund 
of funds, and an underlying fund of a fund of funds may experience relatively large redemptions or investments as 
the fund of funds periodically reallocates or rebalances its assets. These transactions may cause the underlying fund 
to sell portfolio securities to meet such redemptions, or to invest cash from such investments, at times it would not 
otherwise do so, and may as a result increase transaction costs and adversely affect underlying fund performance. 

Performance
The following information provides an indication of the risks of investing in the Fund. The bar chart shows the 
investment returns of the Fund’s Class J shares for each full calendar year of operations for 10 years (or, if shorter, 
the life of the Fund). These annual returns do not reflect sales charges; if they did, results would be lower. The table 
shows, for Class J shares of the Fund and for the last one, five, and ten calendar year periods (or, if shorter, the life 
of the Fund), how the Fund’s average annual total returns compare to the returns of one or more broad-based market 
indices. Past performance (before and after taxes) is not necessarily an indication of how the Fund will perform in the 
future. You may get updated performance information online at www.principalfunds.com or by calling 1-800-222-
5852.

The Portfolio commenced operations after succeeding to the operations of another fund on January 12, 2007. 
Performance for periods prior to that date is based on the performance of the predecessor fund's Class A shares 
adjusted to reflect the fees and expenses of Class J shares. The adjustments result in performance (for the periods 
prior to the date Class J began operations) that is no higher than the historical performance of Class A shares. The 
predecessor fund commenced operations on July 25, 1996.  

Performance of a blended index shows how the Fund's performance compares to an index with similar investment 
objectives. Performance of the components of the blended index are also shown. The weightings for Capital 
Benchmark (25/75) are 25% S&P 500 Index and 75% Barclays Capital Aggregate Bond Index.
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Total Returns as of December 31 each year (Class J shares)

Highest return for a quarter during the period of the bar chart above: Q2 ‘09 10.65% 
Lowest return for a quarter during the period of the bar chart above: Q4 ‘08 -7.00% 

Average Annual Total Returns 

For the periods ended December 31, 2010 1 Year 5 Years 10 Years 

Class J Return Before Taxes 8.83% 4.95% 5.03% 
Class J Return After Taxes on Distributions  7.62% 3.48% 3.56% 
Class J Return After Taxes on Distribution and Sale of Fund Shares 5.79% 3.45% 3.49% 
Barclays Capital Aggregate Bond Index (reflects no deduction for fees, expenses, or taxes) 6.54% 5.80% 5.84% 
S&P 500 Index (reflects no deduction for fees, expenses, or taxes) 15.06% 2.29% 1.41% 
Capital Benchmark (25/75) (reflects no deduction for fees, expenses, or taxes)  9.03% 5.22% 5.01% 

After-tax returns are calculated using the historical highest individual federal marginal income tax rates and do not 
reflect the impact of state and local taxes. Actual after-tax returns depend on an investor’s tax situation and may 
differ from those shown. The after-tax returns shown are not relevant to investors who hold their Fund shares through 
tax-deferred arrangements, such as 401(k) plans or individual retirement accounts.  

Management

Investment Advisor: Principal Management Corporation

Sub-Advisor(s) and Portfolio Manager(s): 
Edge Asset Management, Inc. 

Charles D. Averill (since 2010), Portfolio Manager
Jill R. Cuniff (since 2010), President and Portfolio Manager
Todd A. Jablonski (since 2010), Portfolio Manager

For Important Information About:
purchase and sales of Fund shares, please turn to “Certain Information Common to all Funds - Purchase and 
Sale of Fund Shares” at page 154 of the Prospectus;
taxes, please turn to “Certain Information Common to all Funds - Tax Information” at page 154 of the Prospectus; 
and
financial intermediary compensation, please turn to “Certain Information Common to all Funds - Payments to 
Broker-Dealers and Other Financial Intermediaries” at page 154 of the Prospectus.







FINANCIAL HIGHLIGHTS (Continued) 
PRINCIPAL FUNDS, INC.

Total Return 
Net Assets, End of Period 

(in thousands) 
Ratio of Expenses to 
Average Net Assets 

Ratio of Gross Expenses to 
Average Net Assets(g) 

Ratio of Net Investment 
Income to Average Net 

Assets
Portfolio Turnover 

Rate 

  35 .57%(b)     $15,935     1 .98%   2 .07% (1 .60)% 125 .2%
  13 .59 (b)     10,076     2 .21    2 .27 (1 .80) 159 .5
  (44 .11) (b)     6,867     1 .99    – (1 .32) 115 .5
  27 .71 (b)     12,437     2 .02    – (1 .56) 85 .0
  10 .10 (b)     9,581     2 .05    2 .08 (1 .76) 100 .3

  28 .36 (b)     17,400     1 .58    1 .89 (1 .24) 81 .0
  6 .01 (b)     14,907     1 .59    1 .98 (1 .23) 131 .8
  (42 .82) (b)     14,841     1 .85    – (1 .44) 78 .0
  16 .33 (b)     27,431     1 .84    – (1 .39) 62 .9
  12 .12 (b)     18,405     1 .93    – (1 .55) 80 .7

  25 .09 (b)     82,762     0 .81    0 .88 0 .22 30 .1
  4 .55 (b)     64,977     0 .93    0 .98 0 .46 22 .8
  (32 .80) (b)     60,133     0 .84    – 0 .60 58 .8
  10 .67 (b)     87,109     0 .82    – 0 .29 62 .0
  15 .06 (b)     73,824     0 .89    – 0 .13 56 .2

  20 .69 (b)     41,296     1 .40    1 .47 0 .28 77 .9
  (5 .59) (b)     36,827     1 .46    1 .51 0 .47 97 .2
  (29 .08) (b)     43,601     1 .38    – 0 .30 101 .9
  2 .57 (b)     70,236     1 .41    – 0 .32 112 .8 (c)
  18 .12 (b)     67,102     1 .47    1 .47 0 .07 97 .9

  25 .29 (b)     11,004     1 .93    2 .05 (0 .52) 54 .5
  65 .22 (b),(e)     7,791     1 .93 (f)   2 .61 (f) (0 .52) (f) 79 .1 (f)

(a) Calculated based on average shares outstanding during the period. 
(b) Total return is calculated without the contingent deferred sales charge. 
(c) Portfolio turnover rate excludes portfolio realignment from the acquisition of WM SmallCap Value Fund. 
(d) Period from March 2, 2009, date operations commenced, through October 31, 2009. 
(e) Total return amounts have not been annualized. 
(f) Computed on an annualized basis. 
(g) Excludes expense reimbursement from Manager and/or Underwriter.  
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APPENDIX A 

Description of Bond Ratings:  

Moody’s Investors Service, Inc. Rating Definitions:  

Long-Term Obligation Ratings 

Moody’s long-term obligation ratings are opinions of the relative credit risk of fixed-income obligations with an original 
maturity of one year or more. They address the possibility that a financial obligation will not be honored as promised. 
Such ratings reflect both the likelihood of default and any financial loss suffered in the event of default.

Aaa:  Obligations rated Aaa are judged to be of the highest quality, with minimal credit risk.  

Aa:  Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.  

A:  Obligations rated A are considered upper-medium grade and are subject to low credit risk.  

Baa:  Obligations rated Baa are subject to moderate credit risk. They are considered medium-
grade and as such may possess certain speculative characteristics.  

Ba:  Obligations rated Ba are judged to have speculative elements and are subject to substantial 
credit risk.  

B:  Obligations rated B are considered speculative and are subject to high credit risk.  

Caa:  Obligations rated Caa are judged to be of poor standing and are subject to very high credit 
risk.  

Ca:  Obligations rated Ca are highly speculative and are likely in, or very near, default, with 
some prospect of recovery of principal and interest.

C:  Obligations rated C are the lowest rated class of bonds and are typically in default, with little 
prospect for recovery of principal or interest. 

NOTE: Moody’s appends numerical modifiers, 1, 2, and 3 to each generic rating classification from Aa through Caa. 
The modifier 1 indicates that the obligation ranks in the higher end of its generic rating category, the modifier 2 
indicates a mid-range ranking, and the modifier 3 indicates a ranking in the lower end of that generic rating category.  

SHORT-TERM NOTES: The four ratings of Moody’s for short-term notes are MIG 1, MIG 2, MIG 3, and MIG 4. MIG 
1 denotes “best quality, enjoying strong protection from established cash flows.” MIG 2 denotes “high quality” with 
“ample margins of protection.” MIG 3 notes are of “favorable quality...but lacking the undeniable strength of the 
preceding grades.” MIG 4 notes are of “adequate quality, carrying specific risk for having protection...and not 
distinctly or predominantly speculative.” 

Description of Moody’s Commercial Paper Ratings:  

Moody’s Commercial Paper ratings are opinions of the ability to repay punctually promissory obligations not having 
an original maturity in excess of nine months. Moody’s employs the following three designations, all judged to be 
investment grade, to indicate the relative repayment capacity of rated issuers: 

Issuers rated Prime-1 (or related supporting institutions) have a superior capacity for repayment of short-term 
promissory obligations. 

Issuers rated Prime-2 (or related supporting institutions) have a strong capacity for repayment of short-term 
promissory obligations. 
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Issuers rated Prime-3 (or related supporting institutions) have an acceptable capacity for repayment of short-term 
promissory obligations. 

Issuers rated Not Prime do not fall within any of the Prime rating categories.  

Description of Standard & Poor’s Corporation’s Debt Ratings:  

A Standard & Poor’s debt rating is a current assessment of the creditworthiness of an obligor with respect to a 
specific obligation. This assessment may take into consideration obligors such as guarantors, insurers, or lessees. 

The debt rating is not a recommendation to purchase, sell or hold a security, inasmuch as it does not comment as to 
market price or suitability for a particular investor. 

The ratings are based on current information furnished by the issuer or obtained by Standard & Poor’s from other 
sources Standard & Poor’s considers reliable. Standard & Poor’s does not perform an audit in connection with any 
rating and may, on occasion, rely on unaudited financial information. The ratings may be changed, suspended, or 
withdrawn as a result of changes in, or unavailability of, such information, or for other circumstances. 

The ratings are based, in varying degrees, on the following considerations: 

I.  Likelihood of default – capacity and willingness of the obligor as to the timely payment 
of interest and repayment of principal in accordance with the terms of the obligation;  

II.  Nature of and provisions of the obligation;  

III.  Protection afforded by, and relative position of, the obligation in the event of 
bankruptcy, reorganization, or other arrangement under the laws of bankruptcy and 
other laws affecting creditor’s rights.  

AAA:  Debt rated “AAA” has the highest rating assigned by Standard & Poor’s. Capacity to 
pay interest and repay principal is extremely strong.  

AA:  Debt rated “AA” has a very strong capacity to pay interest and repay principal and 
differs from the highest-rated issues only in small degree.  

A:  Debt rated “A” has a strong capacity to pay interest and repay principal although they 
are somewhat more susceptible to the adverse effects of changes in circumstances 
and economic conditions than debt in higher-rated categories.  

BBB:  Debt rated “BBB” is regarded as having an adequate capacity to pay interest and 
repay principal. Whereas it normally exhibits adequate protection parameters, adverse 
economic conditions or changing circumstances are more likely to lead to a weakened 
capacity to pay interest and repay principal for debt in this category than for debt in 
higher-rated categories.  

BB, B, CCC, CC: Debt rated “BB,” “B,” “CCC,” and “CC” is regarded, on balance, as predominantly 
speculative with respect to capacity to pay interest and repay principal in accordance 
with the terms of the obligation. “BB” indicates the lowest degree of speculation and 
"CC" the highest degree of speculation. While such debt will likely have  some quality 
and protective characteristics, these are outweighed by large uncertainties or major 
risk exposures to adverse conditions. 

C:  The rating “C” is reserved for income bonds on which no interest is being paid.  

D:  Debt rated “D” is in default, and payment of interest and/or repayment of principal is in 
arrears.
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Plus (+) or Minus (-): The ratings from “AA” to “B” may be modified by the addition of a plus or minus sign to show 
relative standing within the major rating categories.  

Provisional Ratings: The letter “p” indicates that the rating is provisional. A provisional rating assumes the successful 
completion of the project being financed by the bonds being rated and indicates that payment of debt service 
requirements is largely or entirely dependent upon the successful and timely completion of the project. This rating, 
however, while addressing credit quality subsequent to completion of the project, makes no comment on the 
likelihood of, or the risk of default upon failure of, such completion. The investor should exercise his own judgment 
with respect to such likelihood and risk. 

NR: Indicates that no rating has been requested, that there is insufficient information on which to 
base a rating or that Standard & Poor’s does not rate a particular type of obligation as a 
matter of policy. 

Standard & Poor’s, Commercial Paper Ratings 

A Standard & Poor’s Commercial Paper Rating is a current assessment of the likelihood of timely payment of debt 
having an original maturity of no more than 365 days. Ratings are graded into four categories, ranging from “A” for 
the highest quality obligations to “D” for the lowest. Ratings are applicable to both taxable and tax-exempt 
commercial paper. The four categories are as follows: 

A:  Issues assigned the highest rating are regarded as having the greatest capacity for timely 
payment. Issues in this category are delineated with the numbers 1, 2, and 3 to indicate the 
relative degree of safety.  

A-1:  This designation indicates that the degree of safety regarding timely payment is either 
overwhelming or very strong. Issues that possess overwhelming safety characteristics will 
be given a “+” designation.  

A-2:  Capacity for timely payment on issues with this designation is strong. However, the relative 
degree of safety is not as high as for issues designated “A-1.”  

A-3:  Issues carrying this designation have a satisfactory capacity for timely payment. They are, 
however, somewhat more vulnerable to the adverse effects of changes in circumstances 
than obligations carrying the highest designations.  

B:  Issues rated “B” are regarded as having only an adequate capacity for timely payment. 
However, such capacity may be damaged by changing conditions or short-term adversities. 

C:  This rating is assigned to short-term debt obligations with a doubtful capacity for payment.  

D:  This rating indicates that the issue is either in default or is expected to be in default upon 
maturity.

The Commercial Paper Rating is not a recommendation to purchase or sell a security. The ratings are based on 
current information furnished to Standard & Poor’s by the issuer and obtained by Standard & Poor’s from other 
sources it considers reliable. The ratings may be changed, suspended, or withdrawn as a result of changes in or 
unavailability of, such information.  

Standard & Poor’s rates notes with a maturity of less than three years as follows: 

SP-1: A very strong, or strong, capacity to pay principal and interest. Issues that possess 
overwhelming safety characteristics will be given a “+” designation.  

SP-2: A satisfactory capacity to pay principal and interest.  

SP-3: A speculative capacity to pay principal and interest. 
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Fitch, Inc. Long-Term Credit Ratings 

Investment Grade 

AAA: Highest credit quality. ‘AAA’ ratings denote the lowest expectation of credit risk. They are assigned only in case 
of exceptionally strong capacity for payment of financial commitments. This capacity is highly unlikely to be adversely 
affected by foreseeable events. 

AA: Very high credit quality. “AA” ratings denote expectations of very low credit risk. They indicate very strong 
capacity for timely payment of financial commitments. This capacity is not significantly vulnerable to foreseeable 
events.

A: High credit quality. “A” ratings denote low expectation of credit risk. The capacity for timely payment of financial 
commitments is considered strong. This capacity may, nevertheless, be more vulnerable to adverse business or 
economic conditions than is the case for higher ratings. 

BBB: Good credit quality. “BBB” ratings indicate that expectations of credit risk are currently low. The capacity for 
payment of financial commitments is considered adequate, but adverse business or economic conditions are more 
likely to impair this capacity. 

Speculative Grade 

BB: Speculative. ‘BB’ ratings indicate an elevated vulnerability to credit risk, particularly in the event of adverse 
changes in business or economic conditions over time; however, business or financial alternatives may be available 
to allow financial commitments to be met. 

B: Highly speculative. ‘B’ ratings indicate that material credit risk is present. 

CCC: Substantial credit risk. ‘CCC’ ratings indicate that substantial credit risk is present. 

CC: Very high levels of credit risk. ‘CC’ ratings indicate very high levels of credit risk. 

C: Exceptionally high levels of credit risk. ‘C’ indicates exceptionally high levels of credit risk. 

Defaulted obligations typically are not assigned ‘D’ ratings, but are instead rated in the ‘B’ to ‘C’ rating categories, 
depending upon their recovery prospects and other relevant characteristics. This approach better aligns obligations 
that have comparable overall expected loss but varying vulnerability to default and loss. 

Recovery Ratings 

Recovery Ratings are assigned to selected individual securities and obligations. These currently are published for 
most individual obligations of corporate issuers with IDRs in the ‘B’ rating category and below, and for selected 
structured finance obligations in low speculative grade. 

Among the factors that affect recovery rates for securities are the collateral, the seniority relative to other 
obligations in the capital structure (where appropriate), and the expected value of the company or underlying 
collateral in distress. 

The Recovery Rating scale is based upon the expected relative recovery characteristics of an obligation upon the 
curing of a default, emergence from insolvency or following the liquidation or termination of the obligor or its 
associated collateral. For structured finance, Recovery Ratings are designed to estimate recoveries on a forward-
looking basis while taking into account the time value of money. 

Recovery Ratings are an ordinal scale and do not attempt to precisely predict a given level of recovery. As a 
guideline in developing the rating assessments, the agency employs broad theoretical recovery bands in its ratings 
approach based on historical averages, but actual recoveries for a given security may deviate materially from 
historical averages. 
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RR1: Outstanding recovery prospects given default. ‘RR1’ rated securities have characteristics consistent with 
securities historically recovering 91%-100% of current principal and related interest. 

RR2: Superior recovery prospects given default. ‘RR2’ rated securities have characteristics consistent with 
securities historically recovering 71%-90% of current principal and related interest. 

RR3: Good recovery prospects given default. ‘RR3’ rated securities have characteristics consistent with securities 
historically recovering 51%-70% of current principal and related interest. 

RR4: Average recovery prospects given default. ‘RR4’ rated securities have characteristics consistent with securities 
historically recovering 31%-50% of current principal and related interest. 

RR5: Below average recovery prospects given default. ‘RR5’ rated securities have characteristics consistent with 
securities historically recovering 11%-30% of current principal and related interest. 

RR6: Poor recovery prospects given default. ‘RR6’ rated securities have characteristics consistent with securities 
historically recovering 0%-10% of current principal and related interest. 

Short-Term Credit Ratings 

A short-term issuer or obligation rating is based in all cases on the short-term vulnerability to default of the rated 
entity or security stream, and relates to the capacity to meet financial obligations in accordance with the 
documentation governing the relevant obligation. Short-Term Ratings are assigned to obligations whose initial 
maturity is viewed as “short term” based on market convention. Typically, this means up to 13 months for corporate, 
structured and sovereign obligations, and up to 36 months for obligations in US public finance markets. 

F1: Highest short-term credit quality. Indicates the strongest intrinsic capacity for timely payment of financial 
commitments; may have an added “+” to denote any exceptionally strong credit feature. 

F2: Good short-term credit quality. Good intrinsic capacity for timely payment of financial commitments. 

F3: Fair short-term credit quality. The intrinsic capacity for timely payment of financial commitments is adequate. 

B: Speculative short-term credit quality. Minimal capacity for timely payment of financial commitments, plus 
heightened vulnerability to near term adverse changes in financial and economic conditions. 

C: High short-term default risk. Default is a real possibility. 

RD: Restricted default. Indicates an entity that has defaulted on one or more of its financial commitments, although it 
continues to meet other financial obligations. Applicable to entity ratings only. 

D: Default. Indicates a broad-based default event for an entity, or the default of a specific short-term obligation. 
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ADDITIONAL INFORMATION

Additional information about the Fund (including the Fund's policy regarding the disclosure of portfolio securities) is 
available in the Statement of Additional Information dated March 1, 2011, which is incorporated by reference into this 
prospectus. Additional information about the Funds' investments is available in the Fund's annual and semiannual 
reports to shareholders. In the Fund's annual report, you will find a discussion of the market conditions and 
investment strategies that significantly affected the Funds' performance during the last fiscal year. The Statement of 
Additional Information and the Fund's annual and semi-annual reports can be obtained free of charge by writing 
Principal Funds, P.O. Box 55904, Boston, MA 02205. In addition, the Fund makes its Statement of Additional 
Information and annual and semi-annual reports available, free of charge, on our website at www.principalfunds.com. 
To request this and other information about the Fund and to make shareholder inquiries, telephone 1-800-222-5852.

Information about the Fund (including the Statement of Additional Information) can be reviewed and copied at the 
Securities and Exchange Commission's Public Reference Room in Washington, D.C. Information on the operation of 
the Public Reference Room may be obtained by calling the Commission at 1-202-551-8090. Reports and other 
information about the Fund are available on the EDGAR Database on the Commission's internet site at http:// 
www.sec.gov. Copies of this information may be obtained, upon payment of a duplicating fee, by electronic request 
at the following e-mail address: publicinfo@sec.gov, or by writing the Commission's Public Reference Section, 100 F 
Street, N.E., Washington, D.C. 20549-1520.

The U.S. government does not insure or guarantee an investment in any of the Funds. There can be no assurance 
that the Money Market Fund will be able to maintain a stable share price of $1.00 per share.

Shares of the Funds are not deposits or obligations of, or guaranteed or endorsed by, any financial institution, nor are 
shares of the Funds federally insured by the Federal Deposit Insurance Corporation, the Federal Reserve Board, or 
any other agency.

Principal Funds, Inc. SEC File 811-07572
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