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Item 2.02 Results of Operations and Financial Condition.  

 
The slide presentations attached hereto as Exhibits 99.1 and 99.2, and incorporated herein by 
reference, will be presented at Principal Financial Group, Inc.’s Investor Day Conference on 
December 6, 2007 and may be used by the Company in various other presentations to investors.  
The slide presentations are furnished and not filed pursuant to instruction B.2 of Form 8-K. 
 
Item 7.01 Regulation FD Disclosure 
 
The slide presentations attached hereto as Exhibits 99.1 and 99.2, and incorporated herein by 
reference, will be presented at Principal Financial Group, Inc.’s Investor Day Conference on 
December 6, 2007 and may be used by the Company in various other presentations to investors.  
The slide presentations are furnished and not filed pursuant to Instruction B.2 of Form 8-K. 
 
Item 9.01 Financial Statements and Exhibits 
 
Exhibit 99.1 Slide presentations presented at Principal Financial Group, Inc.’s Investor Day 

Conference on December 6, 2007.  The slide presentations are furnished and not 
filed pursuant to Instruction B.2 of Form 8-K. 

 
Exhibit 99.2 Additional slide concerning 2008 guidance presented at Principal Financial Group, 

Inc.’s Investor Day Conference on December 6, 2007.  The slide is furnished and 
not filed pursuant to Instruction B.2 of Form 8-K. 
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Enterprise Risk Management (ERM)

• Diligent and disciplined ERM program tied to company strategy

– Built on strong, well-established, traditional risk management 
fundamentals and controls

– Established risk appetite and tolerances

– Tools & processes to assess, monitor, and manage risk

– Scenario planning/what-if testing to prepare for unexpected

– Regular quarterly reporting to Audit Committee and full Board on
risk management topics

Risk Astute, Not Risk Averse



Enterprise Risk Management

• Robust risk models/metrics
– Earnings at Risk (EaR)
– Embedded Value at Risk (EVaR)
– Economic Total Asset Requirement (Economic Reserves 

plus Economic Capital)
– Economic Value Added
– ALM Models
– 5-Quarter Rolling and 10-Year Forecasts
– Liquidity Analysis



ERM

Economic Risk Metrics

Earnings at Risk
(EaR)

Embedded Value
At Risk
(EVaR)

Economic Total
Asset 

Requirement
Confidence Limit 90% (1-in 10 yr event) 90%  99.5%

Time Horizon 1 year Life of Business Life of Business

Metric GAAP Operating 
Earnings

Embedded Value (EV) = 
Present Value of 
Distributable Earnings

Total Economic 
Asset 
Requirement= 
Economic 
Reserves plus 
Economic Capital

Measures Potential shortfall in 
operating earnings 
relative to baseline under 
relatively adverse 
business & economic 
conditions

Potential shortfall in 
embedded value relative to 
baseline under relatively 
adverse business & 
economic conditions

Total assets 
required to ensure 
we can meet all 
obligations with 
99.5% confidence

Results 22% 26% 108%



Julia Lawler
Senior Vice President & Chief Investment Officer

Investments



Strengths at work

Investment Philosophy and Strategy

Maximize 
after-tax returns 
consistent with 
acceptable risk 

parameters 

1. Maintain Quality, Well 
Diversified Portfolio

2. Active Asset/Liability 
Management and 
Strategy

3. Optimize Risk Adjusted 
Yields and Returns
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Principal Financial Group Investments

Cash and Invested Assets
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U.S. Invested Assets

Corporate Fixed Maturities Portfolio
by Salomon Industry
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Corporate 
Public
46.6%

Corporate 
Private
25.0%

ABS
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$42.4 billion $43.8 billion

U.S. Fixed Maturities Composition
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U.S. Invested Assets

Fixed Income Securities Portfolio

% of Fixed Income Securities Portfolio
NAIC Class

1

2

3

4

5

6

53.5%

40.8

4.3

0.9

0.1

0.4

55.7%

38.9

4.5

0.7

0.0

0.2

57.1%

38.2

3.9

0.7

0.1

0.0

57.5%

38.2

3.7

0.5

0.1

0.0
100.0% 100.0% 100.0% 100.0%

Total (in millions) $39,227 $40,116 $42,424 $43,754

2004 2005 2006 09-30-2007

BIG as % of Total Fixed 
Income Securities 

Portfolio
5.7% 5.4% 4.7% 4.3%

BIG as % of Total U.S. 
Invested Assets 4.1% 4.0% 3.5% 3.1%

GAAP Carrying Value



Principal Financial Group Investments
Managing the Portfolio/Areas of Focus

• Commercial Mortgages: an important asset for 
Asset/Liability Management (ALM) strategy

• Sub-prime: exposure small, investments high 
quality

• Managing exposure to troubled markets
– Financials

– Homebuilders

– CMBS

– CDOs



Principal Financial Group Investments 

Commercial Mortgage Loan Portfolio

• Important asset for ALM strategy 

• Solid, high quality portfolio
– Low loan to value, 60%

– High debt service coverage, 1.9X 

• Well diversified by borrower, property type and geographic 
region

• Historically, losses over all economic cycles of 12 to 13 
basis points, reflecting strong expertise 
– Equivalent to A/A- bond rating, which compares to bond loss 

experience and portfolio quality of A-/BBB+



Principal Financial Group Investments
Subprime Exposure Small, Investments High Quality

• $699 million of subprime residential mortgages at 
September 30, 2007, or 1.1% of invested assets.

• Almost all exposure in highly rated tranches of asset 
backed securities, 79% of total issued 2005 or earlier.
– $591 million of subprime first lien mortgages, 99% rated AA 

or better, 87% issued 2005 or before
– $108 million of CDO backed by subprime mortgages (61% 

rated AA, and 36% rated A or A-; 33% issued 2005 or before



Principal Financial Group Investments 

Managing Exposure to Troubled Markets

• Exposure to Financials 
– Banks $4.16 Billion
– Broker Dealers $1.36 Billion
– Mono-line Insurance $947.9 Million

• Exposure to U.S. Homebuilders $242.8 Million

All exposures are GAAP carry value as of 9/30/2007.



Principal Financial Group Investments 

Managing Exposure to Troubled Markets

• Exposure to CMBS $4.7 Billion

• Exposure to CDOs
– CMBS $273.3 Million
– Credit $753.7 Million

All exposures are GAAP carry value as of 9/30/2007.



Strengths at work:

Investment Risk Management

Market Risk Exposures:
• Interest rate risk
• Foreign currency risk
• Equity risk
• Credit risk
• Counterparty risk
• Liquidity Risk 

Managing overall exposure:
• Within established risk 

tolerance ranges
– Mismatch allowances: 

• 0.25 year duration
• 0.10 year key rate duration

• Rebalancing existing asset or 
liability portfolios

• Controlling risk structure of 
newly acquired assets and 
liabilities

• Using derivative instruments



Net Realized/Unrealized Gains/(Losses)
in $millions, after-tax

09/30/07* 2006 2005 2004

Fixed maturities securities impairments (16.4)

(18.0)

10.0

(24.4)

Total fixed maturities, trading (2.0) 0.6 (1.6) (0.7)

Mark-to-market of hedged item 36.5 (12.0) (37.0) 3.1

Derivatives gains/losses (59.2) (3.9) 11.2 (65.8)

Total hedge activities (22.7) (15.9) (25.8) (62.7)
30.9

(18.2)

(6.8) 29.5 (29.1)

Fixed maturities securities credit impaired 
losses (14.0) (18.6) (3.6)

Other fixed maturity sales 6.3 6.9 15.1

Total fixed maturities, afs (14.5) 17.8 (17.6)

Other 47.8 (11.0) 18.7

Net Realized/Unrealized Capital G/(L) 18.0 (20.6) (62.3)

* As of the nine months ended 2007



• Q&A



J. Barry Griswell
Chairman and Chief Executive Officer

Closing Remarks



The Principal® Edge for Shareholders:

Why Invest in The Principal?

• Trends in marketplace creating meaningful growth 
opportunities

• Strengths at work to capitalize on trends

• Highly effective execution drives exceptional financial 
performance

• Outstanding share price appreciation



Strengths at work:

Living our Core Values…

Customer
focus

Financial 
strength

Operational
excellence

Employee   
development

INTEGRITY



Strengths at work:

…Deeply Committed to our Most Important Asset

• FORTUNE 100 Best Companies 
to Work For

• LATINA Style – 50 Best
• National Assoc of Female Execs 

– Top 30
• Working Mother – 100 Best (Top 

10 in 2006)
• Computerworld – 100 Best
• Essence magazine – Top 30
• AARP – Best Employers for 

Workers Over 50
• WELCOA – Platinum Well 

Workplace



Strengths at work:

…with a Constant Underlying Motivation

Give People An Edge Everyday



Thank you!



Nine Months Ended, Twelve Months Ended,

30-Sep-07 30-Sep-06 31-Dec-06 31-Dec-05 31-Dec-04 31-Dec-03 31-Dec-02 31-Dec-01

Net income available to common stockholders per diluted share

Operating earnings per diluted share $         3.09 $         2.60 $         3.53 $         2.97 $         2.43 $         2.04 $         1.65 $         1.59 

Net realized/unrealized capital gains/(losses) (0.07) 0.03 0.07 (0.06) (0.20) (0.15) (0.70) (0.85)

Other after-tax adjustments (0.08) 0.07 0.14 0.20 0.39 0.39 (0.54) 0.25 

Net income available to common stockholders per diluted share $         2.94 $         2.70 $         3.74 $         3.11 $         2.62 $         2.28 $         0.41 $         0.99 

Net income available to common stockholders

Operating earnings $       832.6 $       720.1 $       972.1 $       862.4 $       764.8 $       667.7 $       579.3 $       576.8 

Net realized/unrealized capital gains (losses) (18.2) 8.3 18.0 (20.6) (62.3) (49.3) (247.3) (306.6)

Other after-tax adjustments (21.2) 18.8 41.2 59.5 123.1 127.9 (189.7) 88.6 

Net income available to common stockholders $       793.2 $       747.2 $    1,031.3 $       901.3 $       825.6 $       746.3 $       142.3 $       358.8 

Net income ROE available to common stockholders (including OCI)

Operating earnings ROE (x-OCI) 16.3% 15.1% 15.3% 13.8% 12.3% 10.9% 9.1% 8.9%

Net realized/unrealized capital gains (losses) -0.1% -0.1% 0.3% -0.3% -1.0% -0.8% -3.9% -4.7%

Other after-tax adjustments 0.0% 1.0% 0.6% 0.9% 2.0% 2.1% -3.0% 1.3%

Net income ROE available to common stockholders (x-OCI) 16.2% 16.0% 16.2% 14.4% 13.3% 12.2% 2.2% 5.5%

Net unrealized capital gains (losses) -1.3% -2.3% -2.2% -2.3% -2.4% -1.8% -0.2% -0.2%

Foreign currency translation 0.0% 0.1% 0.1% 0.1% 0.1% 0.2% 0.1% 0.2%

Net income ROE available to common stockholders (including OCI) 14.9% 13.8% 14.1% 12.2% 11.0% 10.6% 2.1% 5.5%

Non-GAAP Financial Measures



Nine Months 
Ended, Twelve Months Ended,

30-Sep-07 31-Dec-06 31-Dec-05 31-Dec-04

Net Realized/Unrealized Capital Gains (Losses):

Total net realized/unrealized capital gains (losses) $        (18.2) $         18.0 $        (20.6) $       (62.3)

Add:

Periodic settlements and accruals on non-hedge derivatives 14.9 - - -

Amortization of deferred policy acquisition and sale inducement 
costs 4.9 (5.4) 0.7 (6.2)

Capital gains distributed 7.7 11.8 5.8 4.4 

Minority interest capital gains 6.7 7.7 2.5 0.3 

Tax impacts (7.1) 12.1 (10.6) (51.1)

Less:

Unearned front-end fee income 8.7 0.8 1.1 (2.1)

Certain market value adjustments to fee revenues (3.5) (1.3) (12.1) (8.0)

GAAP net realized/unrealized capital gains (losses) $           3.7 $         44.7 $        (11.2) $     (104.8)

Non-GAAP Financial Measures


	SIGNATURE 

