
THE PRINCIPAL FINANCIAL GROUP
®

  |   2011 YEAR IN REVIEW

THE 
POWER OF



 2  LETTER TO SHAREHOLDERS

 6  10 powerful trends

 16  2011 highlights

 18  the principal at a glance

 20  FINANCIAL HIGHLIGHTS

 22  SUMMARY CONSOLIDATED FINANCIALS

 26  BOARD OF DIRECTORS

 27  SENIOR MANAGEMENT

 28  REPORTABLE SEGMENTS AND PRINCIPAL FUNDS

This 2011 Year in Review provides a company overview, financial highlights and summary financial statements. For complete financial statements, including notes and 
management’s discussion and analysis of financial condition and results of operations, please refer to the 2011 Form 10-K filed by the company with the Securities 
and Exchange Commission, which can be found at www.principal.com/10k.
 
Forward-looking and Cautionary Statements
Certain statements made by the company in this Year in Review that are not historical facts may be considered forward-looking statements, including, without 
limitation, statements as to sales targets, sales and earnings trends, and management’s beliefs, expectations, goals and opinions. The company does not undertake to 
update these statements, which are based on a number of assumptions concerning future conditions that may ultimately prove to be inaccurate. Future events and 
their effects on the company may not be those anticipated, and actual results may differ materially from the results anticipated in these forward-looking statements. 
The risks, uncertainties and factors that could cause or contribute to such material differences are discussed in the company’s annual report on Form 10-K for the year 
ended Dec. 31, 2011, filed with the Securities and Exchange Commission. These risks and uncertainties include, without limitation: competitive factors; volatility of 
financial markets; decrease in ratings; interest rate changes; inability to attract and retain sales representatives; international business risks; foreign currency exchange 
rate fluctuations; a pandemic, terrorist attack or other catastrophic event; default of the company’s re-insurers; and investment portfolio risks.
 
“The Principal Financial Group” and “The Principal” are registered service marks of Principal Financial Services, Inc., a member of the Principal Financial Group.

http://www.principal.com/10k


the power of

What hasn’t changed is our focus, our  

ability to execute and our commitment to 

shareholders, customers and advisors.   

That’s the power of a strategy more relevant 

today than when we set it 10 years ago.   

That’s the power of The Principal®.

2011 marked 10 years since the  

Principal Financial Group® became a public 

company.  It’s been a powerful decade.  

a lot has happened.  much has changed.



 

2011 marked 10 years since  

The Principal completed its initial 

public offering.

 Becoming a public company set 

the stage for a decade of growth as 

The Principal continued its evolution 

from a largely insurance-based 

organization to a global investment 

management leader.  

 What was aspirational then has 

become a reality.  The challenges 

we faced in that decade made us 

stronger.  The decisions we made 

continue to set the stage for future 

growth.

 Our proven strategy plus our 

ability to execute times 10 years 

equals tremendous success.  That’s 

the power of The Principal.

larry zimpleman
chaIrman, PresIdenT and  

chIeF execuTIve OFFIcer

to our shareholders
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THE POWER OF 10 YEARS 
reflecting on the 10th anniversary of becoming a 

public company, I can’t help but think back to the 

strategy we laid out for growth and the long-term 

success of the company.  at the time, we were largely 

an insurance-based company and a retirement leader 

in the united states.  Our goal was to accelerate 

growth in our u.s. defined contribution businesses 

and drive growth and profitability in our international 

businesses.  Our strategy was to continue what we 

were doing so successfully in the united states—

building out our advisor-based distribution platform 

to provide leading employer-based retirement and 

protection solutions to the underserved small and 

medium-sized business market.   

 In addition, we established a strategy to become a 

leading global investment manager and to expand our 

international operations.

 Fast forward 10 years to 2011.

n We are a global investment    

 management leader— 

 managing portfolios for investors  

 in nearly 60 countries.

n We have achieved strong growth— 

 more than tripling assets under  

 management and nearly doubling   

 operating earnings as we continue to shift  

 to a more fee-based business model. 
 Throughout that time, and just as we have for 

more than 132 years, we’ve remained committed to 

helping customers achieve their financial dreams. 

 day after day. 

 year after year.

Think global. Act local. 
Going public gave us access to capital and the identity 

we needed to accelerate the growth of our business in 

the united states and around the world.  It gave us the 

foundation to turn our aspirations into reality.

 at the end of 2001, only 6 percent of total company 

earnings came from Principal Global Investors and 

Principal International.  In just 10 years, that grew to 

26 percent.

 Principal International alone grew from breaking 

even in 2001 to earning more than $150 million in 

2011.  It’s been a transformative time for The Principal, 

to say the least.

 as middle class populations grow at a rapid pace 

in emerging markets, such as china, India and Brazil, 

we’re helping families plan for and achieve the financial 

dreams they might not have ever thought possible.

 
 

 In the united states we’ve grown our retirement 

and long-term savings businesses through a strong 

local distribution network, as well as through our 

alliance relationships.  We’ve grown in emerging 

international markets by aligning with top-tier 

distribution partners, including: 

n china construction Bank, the second largest   

commercial bank in the world

n Banco do Brasil, the largest bank in  

 Latin america  

 

we’ve remained committed to helping 
growing businesses and individuals 

achieve their financial dreams.



n cImB Group, the fifth largest banking group by   

 assets in southeast asia  

n Punjab national Bank, the second largest public   

 sector bank in India

 The success we’ve achieved in Principal 

International is only part of the outstanding 

international growth we’ve achieved in the last 10 

years.  We’ve also successfully executed a multi-

boutique strategy in Principal Global Investors to 

provide a broad range of asset classes, investment 

styles and portfolio structures.  The result?  We now 

manage portfolios for investors around the world, 

spanning nearly 60 countries and including 10 of the  

world’s 25 largest pension plans.1 

Looking back on 2011
now, 10 years since going public, The Principal is at 

the strongest financial position in our 132-year history.  

We entered 2011 with a sense of optimism—u.s. and 

most global markets were up, we saw increasing signs 

of growth and momentum in our businesses and the u.s. 

economy was starting to rebuild. 

 Optimism continued throughout the year, and 

despite external challenges, including choppy market 

conditions, the widening of credit spreads and a low 

interest rate environment, 2011 results were solid. 

n Total company operating earnings were  

 $878 million as of dec. 31, 2011.  

n assets under management ended the year at  

 $335 billion. 

 

 

 more importantly, the fundamentals of our 

business remained strong in 2011.  Growth metrics 

such as sales, client retention and net cash flows 

increased across our businesses, contributing to 

increased momentum going into 2012.

n Full service accumulation had its second highest  

 sales year on record at $8.4 billion, an increase   

 of 27 percent over 2010, as well as record client 

 retention, resulting in positive net cash flows of   

 $3.8 billion.

n Principal Funds had record sales of $11.2 billion,   

 an increase of 20 percent over 2010, and record  

 net cash flows of $2.2 billion.

n   Principal Global Investors had $11 billion in   

   mandates awarded in 2011, more than double  

     the amount awarded in 2010. 

n   Principal International ended the year with            

   assets under management of $52.8 billion,     

   including record net cash flows of  

   $5.5 billion. 

n  Individual Life sales were $186 million in  

   2011 and specialty Benefits division sales     

   were $285 million, both double-digit    

     increases over 2010.

 These strong results demonstrate our ability to 

execute our strategy and focus on the things we can 

control.  In our 132-year history we’ve faced many 

headwinds and have weathered two of the worst 

financial crises in u.s. history.  yet here we are  

today, stronger than ever and poised for continued 

long-term growth. 

2011: a year of focused execution
I am very pleased with how well our employees 

executed on our strategy in 2011, which is reflected 

in strong sales and customer retention.  another key 

example of the company’s ability to execute is our 

deployment of capital throughout 2011. 

 

 

here we are today, stronger  
than ever and poised for  
continued long-term growth.
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1 Principal Global Investors manages assets for 10 of the 25 largest world  
 pension plans.  The list is derived from “P&I/Watson Wyatt World 300:  
 The Largest retirement Funds” report on the largest pension plans dated  
 sept. 5, 2011 compared to our internal records.



 The company’s fee-based business model generates 

increasing amounts of free cash flow, which allows 

us to invest in our businesses and increase value for 

shareholders.  The Principal started and ended the year 

with $1.6 billion of excess capital, while deploying 

more than $1.1 billion of capital throughout 2011, 

including:

n $550 million on opportunistic share repurchase

n $214 million on a common stock dividend

n $350 million on strategic acquisitions

 In 2011 we announced and closed on three strategic 

acquisitions that were well aligned with our global 

investment management strategy:

n Principal Global Investors acquired a majority  

 stake in Finisterre capital and Origin asset  

 management, which are asset management  

 firms based in London with an emphasis on  

 emerging and global developed markets, areas  

 of strong demand from institutional investors. 

n Principal International acquired the hsBc   

 aFOre.  This acquisition adds scale to our  

 mandatory defined contribution operations in  

 mexico and makes The Principal the seventh  

 largest aFOre in mexico.  It also gives us an  

 exclusive five-year distribution agreement  

 with hsBc-mexico, which boasts mexico’s   

 fourth largest distribution platform.

The power of The nexT 10 years
rapid change is inevitable over the next 10 years.   

The Principal is ready.  We’ll continue to:

n Grow as a global investment management leader 

n shift to a more fee-based business model,   

 generating increasing amounts of excess capital for  

 strategic acquisitions or return to shareholders

n Become a more globally diversified company

  

 

 

and we’ll continue to work hard to help growing 

businesses and individuals in the united states and 

around the world reach their financial dreams.

 The 10 years since The Principal went public  

have been sometimes challenging but always exciting.   

But there is no doubt our best times are ahead of us, 

and I can’t wait to see what’s in store.

 We have the right strategy.

 We’re in the right markets.

 We actively and effectively manage risk.

 and we have talented, focused employees.

 

 as we mark this important anniversary, I would 

like to thank our employees for their dedication over 

the years.  and on behalf of the board of directors, I’d 

like to thank you, our shareholders, for your continued 

support and your confidence in us going forward. 

Please be sure to cast your vote in time for the annual 

meeting of shareholders on may 22, 2012. 

Larry Zimpleman

Chairman, President and  

Chief Executive Officer
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Trends we’ve seen coming for a long 

time and have built our strategy around have 

firmly taken hold.  Those trends, 10 of them, 

are outlined in the following pages.



surprisingly, though, many employee benefits 

providers overlook this burgeoning market.   

In fact, among companies with fewer than 100 

employees, only about 23 percent sponsor a 

401(k) plan1, and more than half don’t offer 

dental insurance.2

 The smB market continues to present a big  

opportunity. There are more than 6 million 

smBs in the united states, and it’s an 

underpenetrated market.  at The Principal, 

we’ve spent the last 70 years developing 

solutions specifically for this market.  We’re 

a leader in helping growing businesses attract 

and retain the talent they need to succeed. 

 Our Principal Total retirement suitesm, 

for instance, provides services for multiple 

retirement plans under one roof, which helped 

lead to record client retention for Full service 

accumulation in 2011.  and our specialty 

Benefits business—including group dental,  

life, disability and vision insurance— 

 

gives employers the flexibility to offer these 

valued benefits on an employer-paid or 

voluntary basis.

 We are champions for growing businesses.  

Ten years ago we began The Principal 10 Best 

companies for employee Financial security 

to officially recognize growing u.s. companies 

nationwide that excel in helping their 

employees achieve financial well-being.  The 

100 companies that we’ve recognized over the 

past decade have an unwavering commitment 

to their employees.   Just as we have an 

unwavering commitment to helping growing 

businesses succeed.

1
growing businesses

big corporations may grab the headlines, but the 
main drivers of economic growth in the united states 
are small and medium-sized businesses (smBs).

6  |   2011 year in review    |    PrIncIPaL FInancIaL GrOuP 

years
10 THE PRinciPAl 

10 bEST cOmPAniES 

FOR EmPlOYEE 
FinAnciAl SEcuRiTY

1 retirement resource, Inc., 2009 
2 “a subtle shift,” LImra, 2009



2
  
distribution strength

in business, success isn’t just about having the right  
products. It’s also about having the right distribution  
platform to reach your customers.

at The Principal, we reap the rewards of a 

distribution system that combines personal, local 

distribution with strategic, third-party alliances.  

across all our u.s. lines of business, our local 

distribution network includes more than 100 

offices and more than 350 sales representatives.  

We’ve also developed powerful relationships 

with thousands of financial professionals—

trusted advisors who help employers and 

individuals achieve their financial dreams.  

 Our distribution strategy includes relationships 

with wirehouses, regional broker dealers and 

insurance producers.  These high-volume 

distributors work with a limited number of 

companies and they choose The Principal 

because we offer a broad array of retirement, 

investment and insurance solutions under one 

roof.  Our multi-product solutions allow us to 

go deeper with these larger firms and make it 

easier for advisors to do business with us.

 

 We’re even putting our alliance relationships 

to work on a global scale—helping both The 

Principal and our alliance partners benefit from 

our international businesses.  It all adds up to 

more feet on the street—and more ways to help 

customers—within the united states and around 

the world.

 Our advisor-focused business model means we 

work with financial professionals to serve clients’ 

specific needs and preferences.  Today, about one-

third of the smaller u.s. business market prefers 

to work with a third-party administrator, or TPa, 

for their retirement solutions.  The Principal has a 

service model that aligns well with TPas and their 

clients.  as a result, 2011 TPa retirement sales 

grew more than 80 percent over 2010.

PRinciPAl RETiREmEnT ASSETS SOlD 
THROuGH DiSTRibuTiOn PARTnERSHiPS

$3.5b

2006
2011

$13b
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baby boomers

at The Principal, we’ve prepared for this 

wave of retirees for years.  We’ve developed 

strategies to help retirees prepare for and enter 

retirement with a focus on providing lifetime 

income solutions.  Our Principal retirement 

Income edgesm program, for example, offers 

a broad spectrum of products—from mutual 

funds to annuities to bank cds—so retirees 

and their financial professionals can choose the 

right combination to fit their needs. 

 and we’re meeting the demand.  One of  

our guaranteed lifetime income solutions,  

an immediate annuity, has experienced a  

26 percent annual sales increase from 2001  

to 2011.

 We also provide education, tools and 

resources baby boomers need to make  

smart decisions.  From online tools like  

my Principal edge milestones and  

 

Principal retirement navigator to personal, 

one-on-one guidance, we’re meeting the unique 

needs of baby boomers. 

 Given our focus and commitment as 

a retirement leader, we see the continued 

maturing of the baby boomer market as a 

tremendous opportunity for The Principal for 

many years to come.

more than half of the 80 million baby boomers1  
in the united states will retire in the next 10 years.  
The Principal is ready to help them.
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 cerulli associates, december 2011
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echo boomers

The echo boom generation is nearly 80 million 

strong1—about equal in size to the baby boom 

generation. and just as the baby boomers are 

beginning to leave the workforce, the echo 

boomers are entering it. 

 This generation has dreams, just like 

the generations before them.  The Principal 

encourages them with tools like the dreamcatcher, 

an online and mobile social tool to collect their 

financial dreams and visualize their goals.  

 We use our decades of experience helping 

people of all ages to plan and save for the future.  

We reach them through our extensive, employer-

based distribution network—or through their 

mobile devices—providing information on 

saving for and protecting their dreams.  and we 

encourage them to find an advisor who will help 

them stay on target.

 

 

 To truly help individuals prepare for their 

financial future, however, you also have to 

provide targeted, on-site education.  and that’s 

where The Principal really shines.

 Our innovative worksite solutions program, 

for instance, brings experienced financial 

counselors directly to the workplace.  In 

addition to educating employees in groups, 

these counselors also meet individually with 

employees—helping them create a plan and 

giving them the knowledge, tools and confidence 

they need to put the plan into action.

the echo boom generation is just as large as the  
baby boom generation.  They’re entering their savings  
years and starting to dream—and we’re helping.

7,020
DREAmcATcHERS

cREATED in 2011 AT 
PRinciPAl.cOm/DREAmAGAin
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5
middle class growth

These upwardly mobile consumers have the 

same aspirations as consumers in developed 

countries—and the same long-term savings needs.

 Thanks to forward thinking that began over 

a decade ago, Principal International already 

has a strong presence in these key emerging 

markets: 

n Brazil  n Indonesia

n Chile  n Malaysia

n China n Mexico

n Hong Kong  n Singapore

n India n Thailand 

 
 

These targeted markets represent a $3.5 trillion 

opportunity2—with significant growth 

potential.  As a result, emerging market assets 

under management are expected to grow 

four to five times faster than assets under 

management in the United States over the next 

20 years.3

 From retirement plans to traditional mutual 

funds to do-it-for-me lifecycle funds, we’re 

extending our retirement and long-term asset 

accumulation expertise with a full menu of 

financial solutions for up-and-coming middle 

class consumers in these emerging markets.  

We’ve also exported our company’s core 

values of integrity, customer focus, operational 

excellence, financial strength and people 

development that help to set The Principal 

apart from its competitors in these key markets.

the middle class is coming on fast and strong in 
emerging markets around the world.  In countries 
like India, China and Brazil, families are beginning to 
dream about and plan for their financial futures.

EVERY 

SECONDS

60

familiES iN EmERgiNg maRkEtS 
ENtERiNg tHE miDDlE ClaSS1
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2 Data from Cerulli includes Brazil, Chile, China, Hong Kong,   
 India, Malaysia and Mexico 
3 Credit Suisse emerging markets equity research, September 2010

NEW 

familiES

50
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privatizing retirement

as the middle class grows in emerging markets 

around the world, they’re thinking ahead—about 

their financial goals and how they can achieve 

them.  Their governments are thinking ahead, 

too—about the systems and incentives that can 

help the middle class fund their retirements.

 These governments know they can’t afford to 

foot the bill for their citizens’ retirement years.  

That’s why more and more nations are turning to 

defined contribution-type plans (similar to u.s. 

401(k) plans) to help individuals save for their 

own retirement.  Governments are also creating 

tax incentives to encourage individual savings.

 The global growth of privatized retirement 

pension plans represents a tremendous 

opportunity for The Principal over the coming 

decades.  not only do we have the right 

products, we’ve also developed a network of 

marquee distribution partners in our targeted 

markets.  This allows us to think globally but 

act locally—bringing our extensive retirement 

expertise to hundreds of millions of middle- 

class consumers around the world.

the need for retirement programs is on the rise in  
emerging markets.  We’re ready because we’re already  
in these key markets—with the right products, expertise  
and distribution to meet growing demand.

PEOPlE cuRREnTlY SAvinG FOR 
RETiREmEnT in EmERGinG mARkETS1

1in5
OnlY

bRAzil

1in7
OnlY

inDiA

1in8
OnlY

cHinA
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 “It’s time to prepare” hsBc 2009 The Future of retirement global   
 research report. 



The financial crisis left an indelible mark on 

investors.  Its impact was so significant, in 

fact, that it changed the priorities of many— 

particularly global institutional investors.

many institutional investors have moved away 

from actively managed core portfolios like 

large-cap equities.  Instead, they’re focusing 

on specialized mandates in segments such as 

emerging markets, high-yield investments and 

real estate.  That shift benefits us because of the 

multi-boutique investment manager strategy 

put in place by Principal Global Investors more 

than a decade ago. 

 Our multi-boutique approach gives us 

a broad range of capabilities—including 

specialized strategies like real estate and 

alternative investments, as well as asset 

allocation solutions and traditional asset 

classes.  and it makes it easy to add specialties to 

meet our clients’ changing needs.

 We reach our clients through a global, multi-

channel distribution platform.  In addition, we 

have investment teams in major money centers 

around the world.  This globally integrated 

approach facilitates investing and allows us to 

work with clients worldwide.  It’s proven to be 

a powerful strategy, as we currently manage 

portfolios for investors in nearly 60 countries 

around the world.

today, The Principal manages money for 10 of the 
world’s 25 largest pension plans.1  The future looks 
even brighter—thanks to our multi-boutique strategy 
and global distribution platform.

7
global investor demand

20%
AnnuAl GROWTH RATE OF

SOvEREiGn WEAlTH FunDS2
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1 Principal Global Investors manages assets for 10 of the 25 largest world  
 pension plans.  The list is derived from “P&I/Watson Wyatt World 300:  
 The Largest retirement Funds” report on the largest pension plans   
 dated sept. 5, 2011 compared to our internal records.

2 “The Brave new World of sovereign Wealth Funds,” Wharton   
 Leadership center, university of Pennsylvania, 2010
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 technology

at The Principal, technology helps us: 

n  Do more with less. Technology allows us  

 to do more—and do things better—with  

 fewer resources.  

n  Differentiate our products and services.  

 some of our most successful offerings—  

 such as our Principal Total retirement  

 suitesm  and our worksite solutions— 

 wouldn’t be possible without the technology  

 we’ve developed.  We’ll continue to use   

 technology to serve customers and financial  

 professionals faster and give them the edge  

 they need to succeed. 

n Grow globally. Technology like cloud  

 computing allows us to share innovations  

 across our businesses around the world.   

 For example, technology used for our u.s.  

 worksite solutions is being used by  

 Principal International to help individuals  

 around the world plan their financial futures.  

 

 

n  Collaborate. Through mobile applications  

 in our retirement and insurance businesses,  

 we connect with our advisors, customers  

 and employees no matter where they are.   

 additionally, the dreamcatcher app allows  

 individuals to capture photos of their dreams  

 for inspiration on the go.

n  Protect our clients. With cybercrime on the  

 rise, we safeguard our clients’ assets and data  

 with the latest technology, such as state-of-  

 the-art web sign-on capabilities that adjust  

 to threat levels.

technology is about making connections.  connecting 
employees to each other.  connecting with our  
advisors and customers.  and connecting objectives  
to innovative solutions.

inFORmATiOn WEEk 500
nAmED TO

FOR THE 14th
cOnSEcuTivE

YEAR
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The global success of The Principal provides 

opportunities not only for the company and 

our shareholders but for our employees as 

well.  so we’re giving them the global exposure, 

training and resources they need to make the 

most of these opportunities, to better serve 

customers and to retain our best talent.

 One way we’re doing this is by making it 

easy for employees to communicate and share 

knowledge with each other.  This helps to 

shorten the learning curve as we grow.  and it 

helps us quickly adapt to the changing needs of 

our customers.

 Our strong culture of collaboration and 

the structure of our businesses encourage 

knowledge sharing.  Technology is also a 

big part of the strategy.  employees already 

use blogs and sharePoint® technology to 

collaborate.  and new tools like network @ 

Work will make it faster and easier for our 

employees to connect with each other, share 

best practices and demonstrate their skills.

 developing our employees helps us retain 

and build on our decades of institutional 

knowledge.  and it gives employees the 

opportunity to take on new challenges, acquire 

valuable skills and advance their careers.  In 

short, investing in our employees pays off.

working across global boundaries is no longer the 
exception.  Our core value of people development 
helps us retain our talented employees and prepare 
them to work in a global environment.

9
people development
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studies have shown that ethically managed 

companies perform better.  But that’s not why 

we do it.  Operating in an ethical fashion is 

something that’s been part of our dna since the 

company began in 1879.

 Our commitment to ethics means we don’t 

think twice about doing the right thing.  and it 

leads to simple—but vital—values like honesty 

and integrity.  In short, treating our customers, 

advisors and employees right.

 It also drives us to care for the communities 

in which we operate.  We do this by: 

n donating generously to deserving 

 organizations that support education,   

 arts and culture, human services and  

 the environment 

n Protecting the environment through   

 conservation of resources, recycling and   

 other sustainability initiatives 

n actively encouraging our employees to care  

 for their communities—employees are each  

 given eight hours of company-paid volunteer  

 time off annually

 

 

at The Principal, we understand that companies do 

well by doing good. and we’re proud of our efforts.

the way we conduct business is just as important 
as the business we conduct.  We’re guided by 
high ethical standards and social responsibility, 
including sustainability. 

10
responsibility
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2011 highlights

To read more, search for ‘Company Profile’ at  

www.principal.com

heLp growing businesses
n Relieve the administrative burden for plan sponsors—  

 The Principal ease Program allows plan sponsors to  

 reduce their retirement administrative burden by   

 handing off many tasks to The Principal, potentially  

 saving them time and money.  The Principal can help  

 with distribution, recordkeeping, plan compliance and  

 payroll integration.

n Offer a tailored approach for workplace wellness

 programs—The Principal introduced new workplace  

 wellness programs designed for small to medium-sized  

 businesses.  The solution provides employers with a  

 year-round plan, including communication materials  

 and engagement and incentive strategies.  

focus on advisors
n Provide resources for changing regulations—   
 The Principal created the erIsa 404(a) Participant  

 disclosure regulation resource center to offer   

 information and resources about the new participant  

 disclosure regulation expected to go into effect in  

 2012.  The resource center provides advisors and  plan  

 sponsors with detailed materials about new requirements  

 and step-by-step instructions for when and how to take  

 action.  We’ve been one of the most proactive companies  

 to help advisors and plan sponsors understand and  

 prepare for the new disclosure obligations.

 

 

n Reward advisor loyalty—We offer privileged partner  

 programs across multiple divisions aimed at building  

 the advisor’s business through additional support and  

 marketing tools.

prepare baby boomers for reTiremenT
n Offer broad suite of investment and income solutions—  

 Principal Funds continues to expand its array of  

 strategies focused on investors nearing or in retirement.    

 In 2011, we launched the Global multi-strategy Fund,  

 which seeks to achieve long-term capital appreciation  

 with an emphasis on positive total returns and relatively  

 low volatility.

 Rankings increase recognition of Principal Funds—  
 Principal Funds ranked third on Barron’s annual   

 ranking of top mutual fund families (based on one-year  

 performance) in 2011, beating out some of the largest  

 names in the mutual fund industry.  In addition,   

 Principal Funds ranked seventh based on 10-year  

 performance.

encourage echo boomers, and everyone, 
To dream, pLan and save
n Help America dream again—after helping americans  

 start to rebuild their financial well-being, we launched  

 our dream again campaign to inspire them to visualize  

 their financial futures.  having a dream is just the  

 beginning of the planning process.  The integrated  

 financial education campaign includes videos and tips  

 from experts like Jean chatzky, assistance finding an  

 advisor and the dreamcatcher, an online and mobile  

 social application that helps people visualize, organize  

 and prioritize their dreams. 

n Put the future at plan participants’ fingertips— 
 a new mobile application from The Principal helps  

 participants easily track their retirement account   

 progress.  They can check account balances, see their  

 personal rate of return and review basic account  

 information to help ensure they’re on track to reach  

 their goals. 

 
 

Our strategy is built around the 10 

trends and opportunities outlined in this 

book.  Following are highlights of some 

of the most important ways we executed 

on our strategy in 2011, as well as other 

notable business achievements. 
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provide Long-Term savings opTions 
for a growing middLe cLass
n Expand our footprint in Mexico—To expand the  

 company’s business in mexico and Latin america,  

 Principal International acquired 100 percent of  

 hsBc aFOre.  The acquisition added scale to our  

 mandatory defined contribution operations in mexico, 

 making The Principal the seventh largest aFOre  

 in mexico.

n Establish a long-term investing product in India— 

 We opened an additional office in mumbai in 2011  

 to further establish our presence in India, one of the 

 fastest-growing markets for long-term investing.    

 Through Principal retirement advisors in India,   

 we’ll be one of the first retirement leaders in the market. 

meeT gLobaL invesTor demand
n Grow global investment capabilities—In 2011,  

 Principal Global Investors acquired a majority stake  

 in Finisterre capital and Origin asset management,  

 two London-based asset management firms focused  

 internationally with an emphasis on emerging and  

 global developed markets.

 2011 Investment Brand of the Year—The Principal  

 was named the Investment Brand of the Year according  

 to the 2011 Harris Poll EquiTrend® study, which  

 measures consumer perceptions of more than 1,200  

 brands driven by three factors: familiarity, quality and  

 purchase consideration.

deveLop innovaTive TechnoLogy
n Streamline work for advisors and clients—Individual  

 Life developed an eapplication that reduces the sales  

 cycle time for advisors and their customers by   

 facilitating data collection and gathering electronic  

 signatures from clients.  

 Technology innovator—The Principal Financial   

 Group was recognized by InformationWeek as one  

 of the most innovative users of technology in the  

 United States.  The Principal earned a spot on the 

 2011 list in part because of its creative recovery  

 process in Chile, which allowed business to be   

 operational the day after one of the largest earthquakes  

 in Chilean history.

creaTe a greaT pLace To work
 2011 Freedom Award recipient—The Principal 

 earned the Department of Defense’s highest recognition  

 awarded to employers for support of employees serving  

 in the Guard and Reserve.  The company was also the  

 recipient of the Iowa Employer Support of the Guard  

 and Reserve 2011 Governor’s Award, which recognizes  

 exemplary Iowa employers.   

 Best company for working mothers—For the 10th  
 time, the Principal Financial Group was recognized  
 as one of the Working mother 100 Best Companies.   
 A strong culture of flexibility, programs that support  
 work-life balance and advancement for women in the  
 company were among the reasons we were honored. 
 Best place to work in IT—computerworld magazine  
 named The Principal to its list of Best Places to  
 Work in Information Technology.  The company  
 was recognized specifically for providing IT employees  
 a stimulating and highly collaborative work   
 environment, while providing great benefits and  
 a flexible work program.

acT responsibLy and proTecT The environmenT
n Sponsor a carbon-neutral golf tournament—It wasn’t  

 just that the Principal charity classic golf tournament  

 in June 2011 raised $750,000 for local charities that  

 made it special.  We were also the first company to  

 sponsor a carbon-neutral champions Tour golf tournament,  

 which included on-site solar powered compactors and  

 recycling centers, electric golf carts and solar power for  

 skybox televisions. 

 2011 Environmental Impact Award winner—  
 The Greater Des Moines Partnership recognized  

 The Principal as its 2011 Environmental Impact  

 Award winner in the large business category.   
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n Assets under management for the   
 segment totaled $227.8 billion. 
n Operating earnings of $74 million in 2011,  
 an increase of 27 percent over 2010. 
n 475 investment professionals in offices  
 around the world, with clients in nearly  
 60 countries. 
n Principal Global Investors manages assets  
 for 10 of the 25 largest world pension  
 plans.  The list is derived from “P&I/ 
 Watson Wyatt World 300: The Largest  
 Retirement Funds” report on the largest  
 pension plans compared to our internal  
 records. (September 2011) 
 
 

Provides integrated retirement savings, 
payout solutions and related investment 
products and services to U.S.-based:
n	 Growing businesses
n	 Employees and other individuals
n	 Not-for-profit organizations
n	 Large institutions and employers

Principal Global Investors and its 
affiliates provide a diverse range of asset 
management capabilities to institutional 
and other sophisticated investors, as well 
as other business units of The Principal.

Provides retirement, investment and 
related financial services to international:
n Businesses
n Employees and other individuals
n Institutions

Principal International has operations in 
Brazil, Chile, China, Hong Kong, India, 
Indonesia, Malaysia, Mexico, Singapore 
and Thailand.

n	 Full service accumulation (FSA) products  
 and services:
	 •	 Defined	contribution	retirement	plans	
  (including 401(k) and 403(b) plans)
	 •	 Defined	benefit	pension	plans
	 •	 Employee	stock	ownership	plans
	 •	 Nonqualified	executive	benefit	plans
n	 Mutual funds
n	 Annuities and payout solutions
n	 Bank and trust services
n	 Investment only
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Equities:
n	 Growth,	core	and	value	U.S.	equities
n	 Small-,	mid-	and	large-cap	U.S.	equities
n	 Global/Emerging	markets	equities
Fixed income:
n U.S. fixed income
n Global/Emerging markets fixed income
n Specialty credit
n Structured
Real estate:
n	 Equity				 
n		Debt 
Asset Allocation
Alternatives: 
n  Currency      
n  Preferreds

n Retirement products and services
n Mutual funds
n Annuities
n Asset management

Offers a broad range of group and 
individual insurance products to meet the 
financial protection and security needs 
of growing businesses and individuals 
throughout the United States.

Focused on:
n Businesses
n Employees
n Business owners
n Executives
n Individuals

Individual life insurance:
n Estate planning n Business continuation
n Executive benefits n  Financial planning
n	 Nonqualified	executive	benefit	plans
Specialty benefits:
n Group dental and vision insurance
n Group life insurance
n Group and individual disability insurance
n Group wellness programs
Health insurance: 
n Currently exiting the group medical insurance 
business (announced Sept. 30, 2010; expected 
transition period of 36 months)

n	 FSA had its second highest sales year   
 at $8.4 billion in sales, an increase of  
 27 percent over 2010, and positive net   
 cash flows of $3.8 billion. 
n Principal Funds had record sales of  
 $11.2 billion, an increase of 20 percent   
 over 2010, and record net cash flows of   
 $2.2 billion. 
n Individual Annuities had a record ending  
 account value of $18.8 billion. 
n Bank and Trust Services had record  
 operating earnings of $36 million. 

r
e

t
ir

e
m

e
n

t
 a

n
d

  
in

v
e

s
t

o
r

 s
e

r
v

ic
e

s
p

r
in

c
ip

a
l 

g
lo

b
a

l 
in

v
e

s
t

o
r

s
p

r
in

c
ip

a
l 

in
t

e
r

n
a

t
io

n
a

l

HigHligHtssegment overvieW products & services

the principal at a glance

n	 Reported assets under management of  
 $53 billion, an increase of 15 percent over  
 2010.
n Record net cash flows of $5.5 billion and record  
 operating earnings of $154 million in 2011.
n Joint venture partners include Banco do Brasil  
 (Brazil), China Construction Bank (China),  
 CIMB Group (Malaysia) and Punjab National  
 Bank (India).
n Principal International serves more than  
 9.6 million customers globally (including  
 clients in China). 

n	 Individual Life had record operating earnings  
 of $119 million in 2011.
n	 Strong sales in U.S. Insurance Solutions with  
 $186 million of sales in Individual Life and  
 $285 million of sales in Specialty Benefits.
n	 In our Life and Specialty Benefits businesses,  
 we have more than 1,000 career agents; more  
 than 130 non-medical, life and disability  
 wholesalers; and more than 100 service  
 representatives. Our career agent retention  
 rate remains better than the historical  
 industry average.
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n U.S. Insurance Solutions serves approxi- 
 mately 78,000 group employers and more  
 than 3.4 million group covered members.
n Segment administers approximately 555,000  
 individual life insurance policies with more  
 than $146.4 billion of individual life insurance  
 in force.
n Ranked #3 provider of non-cancelable  
 individual disability income insurance based 
 on 2010 LIMRA data of annualized new sale  
 premium. (February 2011)
 

 

n Recognized as the #4 provider of non-medical  
 (dental, life and disability) insurance based  
 on 2010 LIMRA data on fully insured employer 
 contracts in force. (April 2011)
n Recognized by PLANSPONSOR magazine as  
 the #2 deferred compensation provider based  
	 on	number	of	plans.	(December	2011)
n Principal Life Insurance Company is the 11th  
 largest life insurer based on 2011   
	 HIGHLINEDATA,	LLC.

n Our U.S. retirement sales force is 113 strong in  
 42 local offices, maintaining relationships  
 with nearly 12,000 independent brokers,  
 consultants and agents.  We have nearly 170  
 local retirement service representatives and  
 more than 100 education specialists to provide  
 support to retirement plan participants. 
n  FSA serves more than 32,000 retirement plans  
 and 3.4 million eligible plan participants. 
n Received	the	DALBAR	Communication	Seal	of		
 Excellence in customer communications for the  
 defined contribution statement. (January 2011) 
n Named the #1 recordkeeper of defined  
 benefit clients by PLANSPONSOR magazine.  
 (February 2011) 
 

n  Recognized as the #1 recordkeeper in the 
 number of 401(a), profit-sharing, ESOP,   
	 Non-Qualified	Defined	Contribution	plans	in		
 the PLANSPONSOR Recordkeeping Survey.  
 (June 2011) 
n  Recognized as the #2 recordkeeper in the 
 number of SEP and SIMPLE plans in the   
 PLANSPONSOR Recordkeeping Survey.  
 (June 2011) 
n  Principal Funds ranked as the 4th largest  
 manager of target-date lifecycle funds in the  
 United States by Financial Research Corporation  
 Lifecycle Fund Analytic Report.  (September 2011)  

n  Principal Funds is #21 on the list of top   
 advisor-sold mutual fund companies in the  
 United States, according to Strategic Insight.  
 (November 2011) 
n  Earned	Best	in	Class	awards	in	129	unique		
 categories measured in Chatham Partners  
 survey of defined benefit, defined contribution  
 and combo clients with more than $5 million  
	 in	assets.	(December	2011) 
n  Recognized by PLANSPONSOR magazine as  
 the #2 deferred compensation provider based  
	 on	number	of	plans.	(December	2011)

n Principal Global Investors manages assets  
 for 14 of the 25 largest U.S. pension plans.   
 The list is derived from the Pensions &  
 Investments “P&I 1,000” report on the  
 largest pension plans compared to our internal  
 records. (February 2011)
n Principal Global Investors is the 9th largest  
 manager of real estate assets managed on  
 behalf of pension funds within the Towers  
 Watson “Global Alternatives Survey 2011”  
	 Top	50	Real	Estate,	data	as	of	Dec.	31,	2010.		
 (June 2011)  

n The 17th largest manager of U.S. institutional  
 tax-exempt assets, out of 711 managers 
 profiled.  Managers ranked by U.S. institutional,  
	 tax-exempt	assets	as	of	Dec.	31,	2010.	 
 “Largest Money Managers,” Pensions &  
 Investments. (May 2011) 
n The 9th largest subadvisor out of 25 managers  
 profiled.  Managers ranked by total worldwide 
	 assets	under	management	as	of	Dec.	31,	2010. 
 Qualified firms include managers of U.S.  
 institutional tax-exempt assets.  “Largest  
 Money Managers-Worldwide,” Pensions &  
 Investments. (June 2011)

n The 33rd largest money manager out of  
 716 managers profiled. Managers ranked  
 by total worldwide institutional assets under  
	 management	as	of	Dec.	31,	2010.	Qualified		
 firms include managers of U.S. institutional 
 tax-exempt assets. “Largest Money Managers- 
 Worldwide,” Pensions & Investments. (June 2011) 

n Principal Mexico earned a Global Investment  
 Performance certificate, verifying ethical  
 standards for investment performance  
 presentation to ensure fair representation  
 and full disclosure of investment performance.  
 We are also compliant in Chile, India and  
 Malaysia. (January 2011)
n CIMB-Principal Asset Management Berhad  
 (Malaysia) named Best Fund House by Asia  
 Asset Management in its annual Best of the  
 Best Country Awards. (February 2011)
 

 

 

 

n Principal PNB India won the ICRA 5 Star Award  
 2011 for its Principal Ultra Short-Term Fund.  
 (February 2011)
n Principal Hong Kong won a Lipper Fund  
 Award in the Hong Kong Pension Funds   
 category. (March 2011)
n Principal Chile received five awards among the  
 best mutual funds in the Chilean industry,  
 Diario Financiero.  (April 2011)

n CIMB-Principal was named winner of Asset  
 Management Company of the Year, Southeast  
 Asia, in The Asset Triple A Investment Awards.  
 (September 2011) 
n Brasilprev was ranked #1 out of 208 pension  
 funds by Standard and Poor’s based on   
 three-year performance, ValorInveste  
 magazine. (November 2011)
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financial highlights

cusTomers2

(in millions)
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$0.50

$0.55

$0.70

common share price
as of year end

	 07	 08	 09	 10	 11

$68.84

$22.57
$24.04

$32.56

$24.60

The Principal delivered solid operating 

results for 2011.  We continue to benefit 

from the diversified nature of our business, 

which allows us to weather market 

headwinds without any significant impact to 

the strength of our financial position. 

 Our businesses achieved strong sales for 

the year, demonstrating our competitive 

advantage as well as the strength of our 

distribution relationships and product 

leadership position.  Total assets under 

management are up $237 billion since  

we became a public company in 20011— 

a compounded annual growth rate of  

13 percent.

 With a strategy that is focused on 

businesses that offer potential for significant 

long-term growth, our outlook remains 

positive for continuing growth.  as a global 

investment management leader, our business 

mix is the right one, we’re in the right 

growth markets and we know what it takes 

to stay competitive.

1.	From	Dec.	31,	2001,	to	Dec.	31,	2011.
2. Includes employees and their dependents under employee 
 benefit arrangements.
3. See page 25 for a reconciliation of non-GAAP measures 
 to U.S. GAAP.
4.	Stockholders’	equity	available	to	common	stockholders	 
 excluding accumulated other comprehensive income (loss).
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ToTaL revenue
(in millions)
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 For	the	year	ended	December	31,

          2011 2010 2009  

 (in millions, except per share data)

Revenues   

Premiums and other considerations $ 2,891.0 $ 3,555.5 $ 3,750.6

Fees and other revenues  2,565.1  2,298.1  2,096.0

Net investment income  3,375.8  3,496.5  3,400.8

Net realized capital gains, excluding impairment losses on available-for-sale securities  75.0  48.7  54.9

Total other-than-temporary impairment losses on available-for-sale securities  (147.6)  (296.3)  (714.1)

Other-than-temporary impairment losses on fixed maturities, available-for-sale reclassified to 

 (from) other comprehensive income  (49.7)  56.1  260.9   

Net impairment losses on available-for-sale securities  (197.3)  (240.2)  (453.2) 

Net realized capital losses  (122.3)  (191.5)  (398.3) 

 Total revenues  8,709.6  9,158.6  8,849.1

Expenses   

Benefits, claims and settlement expenses  4,454.1  5,338.4  5,334.5

Dividends	to	policyholders	 	 210.2  219.9  242.2

Operating expenses  3,057.7  2,759.0  2,526.6

 Total expenses  7,722.0  8,317.3  8,103.3

Income before income taxes  987.6  841.3  745.8

Income taxes  236.4  124.1  100.1

Net income  751.2  717.2  645.7

Net income attributable to noncontrolling interest  36.2  17.9  23.0

Net income attributable to Principal Financial Group, Inc.  715.0  699.3  622.7

Preferred stock dividends  33.0  33.0  33.0

Net income available to common stockholders $ 682.0 $ 666.3 $ 589.7

Earnings per common share   

 Basic earnings per common share $ 2.17 $ 2.08 $ 1.98

	 Diluted	earnings	per	common	share	 $ 2.15 $ 2.06 $ 1.97

 

summary consoLidaTed sTaTemenTs of income

Principal Financial Group, Inc.

The information in the summary consolidated statements of income shown above has been prepared in conformity with accounting principles generally accepted in the U.S. (“U.S. GAAP”). 
It is a replication of the information in the consolidated statements of operations in the Principal Financial Group, Inc.’s 2011 Form 10-K. For complete financial statements, including notes 
and management’s discussion and analysis of financial condition and results of operations, please refer to the 2011 Form 10-K filed by the company with the Securities and Exchange 
Commission, which can be found at www.principal.com/10k.
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summary consoLidaTed baLance sheeTs

Principal Financial Group, Inc.

	 	 	 December	31,

                                                                                                                                                                      2011   2010      
   (in millions) 

Assets  

Fixed maturities, available-for-sale (2011 and 2010 include $214.2 million and $257.9 million   

 related to consolidated variable interest entities) $ 49,006.7 $ 48,636.3 

Fixed maturities, trading (2011 and 2010 include $132.4 million and $131.4 million    

 related to consolidated variable interest entities)  971.7  1,120.3  

Equity	securities,	available-for-sale	 	 77.1  169.9

Equity	securities,	trading	(2011	and	2010	include	$207.6	million	and	$158.6	million	related	to	 	

 consolidated variable interest entities)  404.8  316.9  

Mortgage loans  10,727.2  11,125.1

Real estate  1,092.9  1,063.5

Policy loans  885.1  903.9

Other investments (2011 and 2010 include $97.8 million and $128.7 million related to consolidated variable  

 interest entities, of which $97.5 million and $128.3 million are measured at fair value under the fair value option)  2,988.0  2,641.6

 Total investments  66,153.5  65,977.5

Cash	and	cash	equivalents	(2011	and	2010	include	$317.7	million	and	$100.0	million	related	to	 

 consolidated variable interest entities)  2,833.9  1,877.4

Accrued investment income  615.2  666.1

Premiums due and other receivables  1,245.2  1,063.0

Deferred	policy	acquisition	costs	 	 3,313.5  3,529.8

Property	and	equipment	 	 457.2  458.7

Goodwill  482.3  345.4

Other intangibles  890.6  834.6

Separate account assets  71,364.4  69,555.3

Other assets  942.2  1,323.3

 Total assets $ 148,298.0 $ 145,631.1

Liabilities  

Contractholder funds $ 37,676.4 $ 37,301.1

Future policy benefits and claims  20,207.9  20,046.3

Other policyholder funds  543.7  592.2

Short-term debt  105.2  107.9

Long-term debt  1,564.8  1,583.7

Income taxes currently payable  3.1  6.2

Deferred	income	taxes	 	 533.4  409.9

Separate account liabilities  71,364.4  69,555.3

Other liabilities (2011 and 2010 include $565.2 million and $433.6 million related to consolidated variable interest entities,  

 of which $88.4 million and $114.5 million are measured at fair value under the fair value option)  6,286.1  6,143.5

 Total liabilities  138,285.0  135,746.1

Stockholders’	equity  

Series	A	preferred	stock,	par	value	$.01	per	share	with	liquidation	preference	of	$100	per	share	—	

 3.0 million shares authorized, issued and outstanding in 2011 and 2010  —	 	 —

Series	B	preferred	stock,	par	value	$.01	per	share	with	liquidation	preference	of	$25	per	share	—	

 10.0 million shares authorized, issued and outstanding in 2011 and 2010  0.1  0.1

Common	stock,	par	value	$.01	per	share	—	2,500.0	million	shares	authorized,	450.3	million	and	448.5	million	shares	issued,	

 and 301.1 million and 320.4 million shares outstanding in 2011 and 2010  4.5  4.5

Additional paid-in capital  9,634.7  9,563.8

Retained earnings  5,077.5  4,612.3

Accumulated other comprehensive income  201.9  272.4

Treasury stock, at cost (149.2 million and 128.1 million shares in 2011 and 2010)  (5,281.7)  (4,725.3)

	 Total	stockholders’	equity	attributable	to	Principal	Financial	Group,	Inc.	 	 9,637.0  9,727.8

Noncontrolling interest  376.0  157.2

 Total	stockholders’	equity  10,013.0  9,885.0

 Total	liabilities	and	stockholders’	equity $ 148,298.0 $ 145,631.1

 

The information in the summary consolidated balance sheets shown above has been prepared in conformity with accounting principles generally accepted in the U.S. (“U.S. GAAP”). 
It is a replication of the information in the consolidated statements of financial position in the Principal Financial Group, Inc.’s 2011 Form 10-K. For complete financial statements, 
including notes and management’s discussion and analysis of financial condition and results of operations, please refer to the 2011 Form 10-K filed by the company with the Securities 
and Exchange Commission, which can be found at www.principal.com/10k.
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summary consoLidaTed sTaTemenTs of cash fLows

Principal Financial Group, Inc.

	 	 	For	the	year	ended	December	31,

                                                                                                                                                                        2011 2010 2009    

   (in millions)  
Operating activities   
Net income $ 751.2 $ 717.2 $ 645.7
Adjustments to reconcile net income to net cash provided by operating activities:   
	 Amortization	of	deferred	policy	acquisition	costs	  538.0  205.9  92.2
	 Additions	to	deferred	policy	acquisition	costs	 	 (520.5)  (496.3)  (482.4)
 Accrued investment income  50.9  25.8  58.8
 Net cash flows for trading securities  110.8  188.3  (127.4)
 Premiums due and other receivables  (220.4)  (9.6)  (126.9)
 Contractholder and policyholder liabilities and dividends  1,090.7  1,384.2  1,530.9
 Current and deferred income taxes  51.3  60.9  65.7
 Net realized capital losses  122.3  191.5  398.3
	 Depreciation	and	amortization	expense	 	 115.8  164.7  138.5
	 Mortgage	loans	held	for	sale,	acquired	or	originated	 	 (132.3)  (60.6)  (61.2)
 Mortgage loans held for sale, sold or repaid, net of gain  82.0  61.2  75.4
	 Real	estate	acquired	through	operating	activities	 	 (37.4)	 	 —	 	 (19.8)
 Real estate sold through operating activities  141.8  121.6  5.2
 Stock-based compensation  43.4  47.6  37.2
 Other  525.7  189.3  12.8
Net adjustments  1,962.1  2,074.5  1,597.3
Net cash provided by operating activities  2,713.3  2,791.7  2,243.0

Investing activities   
Available-for-sale-securities:   
 Purchases  (6,742.4)  (7,187.9)  (7,933.3)
 Sales  980.7  1,684.6  3,439.8
 Maturities  5,760.8  5,161.3  4,568.1
Mortgage	loans	acquired	or	originated	  (1,484.9)  (1,272.0)  (586.5)
Mortgage loans sold or repaid  1,793.1  1,798.0  1,704.4
Real	estate	acquired	 	 (129.9)  (53.8)  (62.2)
Net	purchases	of	property	and	equipment	 	 (56.9)  (21.5)  (26.2)
Purchases	of	interest	in	subsidiaries,	net	of	cash	acquired	 	 (270.5)	 	 —	 	 (45.7) 
Net change in other investments  (52.1)  (81.2)  (31.6)
Net cash provided by (used in) investing activities  (202.1)  27.5  1,026.8

Financing activities   
Issuance of common stock  25.9  20.6  1,123.0
Acquisition	of	treasury	stock	 	 (556.4)  (2.6)  (4.1)
Proceeds from financing element derivatives  75.9  79.3  122.0
Payments for financing element derivatives  (46.5)  (46.5)  (67.4)
Excess tax benefits from share-based payment arrangements  2.0  1.0  0.2
Dividends	to	common	stockholders	 	 (213.7)  (176.2)  (159.5)
Dividends	to	preferred	stockholders	 	 (33.0)  (33.0)  (33.0)
Issuance of long-term debt  —  2.3  745.1
Principal repayments of long-term debt  (12.2)  (11.1)  (468.2)
Net proceeds from (repayments of) short-term borrowings  3.2  1.7  (405.1)
Investment contract deposits  6,302.1  4,283.8  4,224.1
Investment contract withdrawals  (7,079.0)  (7,343.4)  (8,752.7)
Net increase (decrease) in banking operation deposits  (18.5)  46.2  43.9
Other  (4.5)  (4.3)  (5.7)
Net cash used in financing activities  (1,554.7)  (3,182.2)  (3,637.4)
Net	increase	(decrease)	in	cash	and	cash	equivalents	 	 956.5  (363.0)  (367.6)
Cash	and	cash	equivalents	at	beginning	of	year  1,877.4  2,240.4  2,608.0
Cash	and	cash	equivalents	at	end	of	year $ 2,833.9 $ 1,877.4 $ 2,240.4
   
Supplemental Information:   
Cash paid for interest $ 154.1 $ 123.4 $ 129.9
Cash paid for income taxes $ 152.8 $ 55.2 $ 75.4

The information in the summary consolidated statements of cash flows shown above has been prepared in conformity with accounting principles generally accepted in the U.S. 
(“U.S. GAAP”). It is a replication of the information in the consolidated statements of cash flows in the Principal Financial Group, Inc.’s 2011 Form 10-K. For complete financial 
statements, including notes and management’s discussion and analysis of financial condition and results of operations, please refer to the 2011 Form 10-K filed by the company 
with the Securities and Exchange Commission, which can be found at www.principal.com/10k.
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	 	 	For	the	year	ended	December	31,

                                                                                                                                                                        2011 2010 2009    

   (in millions)  
Operating activities   
Net income $ 751.2 $ 717.2 $ 645.7
Adjustments to reconcile net income to net cash provided by operating activities:   
	 Amortization	of	deferred	policy	acquisition	costs	  538.0  205.9  92.2
	 Additions	to	deferred	policy	acquisition	costs	 	 (520.5)  (496.3)  (482.4)
 Accrued investment income  50.9  25.8  58.8
 Net cash flows for trading securities  110.8  188.3  (127.4)
 Premiums due and other receivables  (220.4)  (9.6)  (126.9)
 Contractholder and policyholder liabilities and dividends  1,090.7  1,384.2  1,530.9
 Current and deferred income taxes  51.3  60.9  65.7
 Net realized capital losses  122.3  191.5  398.3
	 Depreciation	and	amortization	expense	 	 115.8  164.7  138.5
	 Mortgage	loans	held	for	sale,	acquired	or	originated	 	 (132.3)  (60.6)  (61.2)
 Mortgage loans held for sale, sold or repaid, net of gain  82.0  61.2  75.4
	 Real	estate	acquired	through	operating	activities	 	 (37.4)	 	 —	 	 (19.8)
 Real estate sold through operating activities  141.8  121.6  5.2
 Stock-based compensation  43.4  47.6  37.2
 Other  525.7  189.3  12.8
Net adjustments  1,962.1  2,074.5  1,597.3
Net cash provided by operating activities  2,713.3  2,791.7  2,243.0

Investing activities   
Available-for-sale-securities:   
 Purchases  (6,742.4)  (7,187.9)  (7,933.3)
 Sales  980.7  1,684.6  3,439.8
 Maturities  5,760.8  5,161.3  4,568.1
Mortgage	loans	acquired	or	originated	  (1,484.9)  (1,272.0)  (586.5)
Mortgage loans sold or repaid  1,793.1  1,798.0  1,704.4
Real	estate	acquired	 	 (129.9)  (53.8)  (62.2)
Net	purchases	of	property	and	equipment	 	 (56.9)  (21.5)  (26.2)
Purchases	of	interest	in	subsidiaries,	net	of	cash	acquired	 	 (270.5)	 	 —	 	 (45.7) 
Net change in other investments  (52.1)  (81.2)  (31.6)
Net cash provided by (used in) investing activities  (202.1)  27.5  1,026.8

Financing activities   
Issuance of common stock  25.9  20.6  1,123.0
Acquisition	of	treasury	stock	 	 (556.4)  (2.6)  (4.1)
Proceeds from financing element derivatives  75.9  79.3  122.0
Payments for financing element derivatives  (46.5)  (46.5)  (67.4)
Excess tax benefits from share-based payment arrangements  2.0  1.0  0.2
Dividends	to	common	stockholders	 	 (213.7)  (176.2)  (159.5)
Dividends	to	preferred	stockholders	 	 (33.0)  (33.0)  (33.0)
Issuance of long-term debt  —  2.3  745.1
Principal repayments of long-term debt  (12.2)  (11.1)  (468.2)
Net proceeds from (repayments of) short-term borrowings  3.2  1.7  (405.1)
Investment contract deposits  6,302.1  4,283.8  4,224.1
Investment contract withdrawals  (7,079.0)  (7,343.4)  (8,752.7)
Net increase (decrease) in banking operation deposits  (18.5)  46.2  43.9
Other  (4.5)  (4.3)  (5.7)
Net cash used in financing activities  (1,554.7)  (3,182.2)  (3,637.4)
Net	increase	(decrease)	in	cash	and	cash	equivalents	 	 956.5  (363.0)  (367.6)
Cash	and	cash	equivalents	at	beginning	of	year  1,877.4  2,240.4  2,608.0
Cash	and	cash	equivalents	at	end	of	year $ 2,833.9 $ 1,877.4 $ 2,240.4
   
Supplemental Information:   
Cash paid for interest $ 154.1 $ 123.4 $ 129.9
Cash paid for income taxes $ 152.8 $ 55.2 $ 75.4

use of non-gaap financiaL measures

Principal Financial Group, Inc.

The company uses a number of non-GAAP financial measures that management believes are important in understanding and evaluating the normal, recurring 
operations of our businesses. Non-GAAP measures included in the Year in Review are operating earnings per diluted share, operating earnings and operating 
return	on	average	equity	excluding	other	comprehensive	income.	While	such	measures	are	also	consistent	with	metrics	utilized	by	the	investment	community	to	
evaluate performance, they are not a substitute for U.S. GAAP financial measures. Therefore, we provide below a reconciliation of the non-GAAP measures to the 
comparable GAAP financial measures.

1  Certain reclassifications have been made to 2007, 2008, 2009 and 2010 to conform to 2011 presentation.

2 OCI,	or	Other	Comprehensive	Income,	consists	of	three	items	—	net	unrealized	gains	(losses)	on	available-for-sale	securities	and	 
 derivative instruments, net foreign currency translation adjustments and unrecognized post-retirement benefit obligation.

  For	the	year	ended	December	31,

       2011 2010 2009 2008 2007 
 (in millions, except as indicated)

Net income available to common stockholders per diluted share     

Operating earnings per diluted share1 $ 2.76   $ 2.62   $ 2.45   $ 3.23   $ 3.64

Net realized capital gains (losses)    (0.46)   (0.61)   (0.72)   (1.93)   (0.85)

Other after-tax adjustments   (0.15)   0.05    0.24    0.33    0.30

Net income available to common stockholders per diluted share  $ 2.15   $ 2.06   $ 1.97   $ 1.63   $ 3.09

     

Net income available to common stockholders     

Operating earnings1  $ 878.1   $ 844.8   $ 733.3   $ 844.6   $ 976.0 

Net realized capital gains (losses)   (148.3)   (194.2)   (213.4)   (503.5)   (228.6)  

Other after-tax adjustments   (47.8)   15.7    69.8    84.0    79.9

Net income available to common stockholders  $ 682.0   $ 666.3   $ 589.7   $ 425.1   $ 827.3

     

Stockholders’	equity	attributable	to	Principal	Financial	Group,	Inc.	 	 	 	 	

Stockholders’	equity	attributable	to	Principal	Financial	Group,	Inc.	

 x-OCI2 available to common stockholders  $ 8,893.1   $ 8,913.4   $ 8,393.5   $ 6,842.4   $ 6,459.5 

Net unrealized capital gains (losses)    677.8    432.7    (640.5)   (4,170.8)   317.1 

Foreign currency translation    (114.8)   27.9    (5.3)   (173.5)   35.9 

Net unrecognized post-retirement benefit obligations   (361.1)   (188.2)   (396.2)   (567.3)   67.2

Preferred stock, at par   0.1    0.1    0.1    0.1    0.1 

Paid-in capital - preferred stock  541.9    541.9    541.9    541.9    541.9

Stockholders’	equity	attributable	to	Principal	Financial	Group,	Inc.	  $ 9,637.0   $ 9,727.8   $ 7,893.5   $ 2,472.8 $ 7,421.7

     

Net income ROE available to common stockholders (including OCI)     

Operating earnings ROE1 (x-OCI)  9.9%  9.8%  9.6%  12.7%  15.1%

Net realized capital gains (losses)  -1.7%  -2.3%  -2.9%  -7.6%  -3.5%

Other after-tax adjustments  -0.5%  0.2%  1.0%  1.3%  1.2%

Net income ROE available to common stockholders (x-OCI)  7.7%  7.7%  7.7%  6.4%  12.8%

Net unrealized capital gains (losses)  -0.4%  0.1%  3.6%  2.7%  -1.1%

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

Net unrecognized post-retirement benefit obligations  0.2%  0.3%  1.2%  0.5%  0.0%

Net income ROE available to common stockholders (including OCI)  7.5%  8.1%  12.7%  9.7%  11.7%
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reporTabLe segmenTs of 
principaL financiaL group, inc.

principaL funds
Organized by Principal Life Insurance Company  |  March 2012

*The Principal Variable Contracts Fund investment options are available in certain 
variable annuity and variable life insurance contracts.

Mutual	funds	and	variable	contracts	are	distributed	by	Principal	Funds	Distributor,	Inc.	
and Princor Financial Services Corporation, members of the Principal Financial Group, 
Des	Moines,	Iowa	50392-0200.		Phone	1-800-222-5852.

The contents of this publication are for general information only and are not intended to 
solicit the purchase of products from companies of the Principal Financial Group.

Principal Funds
Bond & Mortgage Securities Fund
Bond Market Index Fund
California Municipal Fund
Capital Appreciation Fund
Core Plus Bond Fund I
Diversified	International	Fund
Diversified	Real	Asset	Fund
Equity	Income	Fund
Global	Diversified	Income	Fund
Global Multi-Strategy Fund
Global Real Estate Securities Fund
Government & High Quality  
 Bond Fund
High Yield Fund
High Yield Fund I
Income Fund
Inflation Protection Fund
International Emerging Markets Fund
International	Equity	Index	Fund
International Fund I
LargeCap Blend Fund II
LargeCap Growth Fund
LargeCap Growth Fund I
LargeCap Growth Fund II
LargeCap S&P 500 Index Fund
LargeCap Value Fund
LargeCap Value Fund I
LargeCap Value Fund III
LifeTime 2010 Fund
LifeTime 2015 Fund
LifeTime 2020 Fund
LifeTime 2025 Fund
LifeTime 2030 Fund
LifeTime 2035 Fund
LifeTime 2040 Fund
LifeTime 2045 Fund
LifeTime 2050 Fund
LifeTime 2055 Fund

LifeTime Strategic Income Fund
MidCap Blend Fund
MidCap Growth Fund
MidCap Growth Fund III
MidCap S&P 400 Index Fund
MidCap Value Fund I
MidCap Value Fund III
Money Market Fund
Overseas Fund
Preferred Securities Fund
Real Estate Securities Fund
Short-Term Income Fund
SmallCap Blend Fund
SmallCap Growth Fund I
SmallCap Growth Fund II
SmallCap S&P 600 Index Fund
SmallCap Value Fund II
Small-MidCap	Dividend	 
 Income Fund
Strategic Asset Management  
 Balanced Portfolio
Strategic Asset Management  
 Conservative Balanced Portfolio
Strategic Asset Management  
 Conservative Growth Portfolio
Strategic Asset Management  
 Flexible Income Portfolio
Strategic Asset Management  
 Strategic Growth Portfolio
Tax-Exempt Bond Fund

Principal Variable 
Contracts Fund, Inc.*

Retirement and Investor Services
Delaware	Charter	Guarantee	&
 Trust Company d/b/a Principal
 Trust Company
Principal Bank
Principal Financial Advisors, Inc.
Principal	Funds	Distributor,	Inc.
Principal Life Insurance Company
Principal Management
 Corporation
Principal Shareholder Services, Inc.
Princor Financial Services
 Corporation

Principal Global Investors
Columbus Circle Investors 
CIMB-Principal Islamic Asset 
 Management Berhad
Edge Asset Management, Inc. 
Finisterre Capital, LLP
Morley Capital Management, Inc.
Morley Financial Services, Inc. 
Origin Asset Management
Post Advisory Group, LLC
Principal Commercial Funding, LLC
Principal Enterprise Capital, LLC
Principal Global Investors Trust
Principal Global Investors, LLC
Principal Real Estate Investors, LLC
Spectrum Asset Management, Inc.
Union Bond & Trust Company
Brazil
Principal Global Investors 
 (Brazil) Limited
Europe
CIMB-Principal Islamic Asset  
 Management (Ireland) PLC  
Principal Global Investors
 (Europe) Limited
Principal Global Investors
 (Ireland) Limited
Hong Kong
Principal Global Investors 
 (Hong Kong) Limited
Japan
Principal Global Investors 
 (Japan) Limited
Singapore
Principal Global Investors
 (Singapore) Limited

Principal International
Brazil
BrasilPrev Seguros e Previdência S.A. 
Chile
Principal Administradora General
 de Fondos S.A.
Principal Asset Management Chile S.A.
Principal Compañía de Seguros de
 Vida Chile S.A.
Principal Créditos Hipotecarios, S.A.

China
CCB Principal Asset Management
	 Company,	LTD
Hong Kong
Principal Asset Management
 Company (Asia) Limited
Principal Insurance Company
 (Hong Kong) Limited
Principal Trust Company (Asia) Limited
Principal Global Investors (Asia) Limited
Princorp Wealth Advisors (Asia) Limited
India
Principal Retirement Advisors  
 Private Limited
Principal Consulting (India)  
 Private Limited
Principal PNB Asset Management
 Company Private Limited
Principal Trustee Company Private
 Limited
Indonesia
PT CIMB – Principal Asset Management
Malaysia
CIMB – Principal Asset 
 Management Berhad
CIMB Wealth Advisors Berhad
Mexico
Principal Afore, S.A. de C.V.
Principal Financial Group, S.A. de C.V.  
 Grupo Financerio
Principal Fondos de Inversión,
 S.A. de C.V., Operadora de   
 Fondos de Inversion
Principal Mexico Compañía de
 Seguros, S.A. de C.V.
Principal Pensiones, S.A. de C.V.
Singapore
CIMB – Principal Asset Management
 (Singapore) Pte Ltd
Thailand
CIMB – Principal Asset Management  
 Company Ltd

U.S. Insurance Solutions
Diversified	Dental	Services,	Inc.
Employers	Dental	Services,	Inc.
Preferred Product Network, Inc.
Principal	Dental	Services,	Inc.
Principal Life Insurance Company
Principal Life Insurance Company
 of Iowa
Principal National Life Insurance
 Company
Principal Reinsurance Company of   
	 Delaware
Principal Reinsurance Company of
 Vermont
Principal Wellness Company

Corporate
Principal Commercial Acceptance, LLC
Principal	Development	Investors,	LLC
Principal Global Services Private Limited
Principal Life Insurance Company
Principal Real Estate Fund Investors, LLC
Principal Real Estate Portfolio, Inc.



Corporate Headquarters
711 High St.
Des Moines, Iowa 50392
1-800-986-EDGE (3343)

The Principal Financial Group on the Internet
The Principal home page, at www.principal.com, is your source 
for a vast array of information including company news releases, 
investment and savings tools, and details on our product and  
service solutions. 

The Investor Relations portion of the site provides up-to-the-minute 
information for shareholders and the investment community, 
including access to Securities and Exchange Commission filings, 
stock information, overview of corporate responsibility, dividend 
history and credit ratings. It also includes information of interest on 
the governance of Principal Financial Group, Inc., including:
n Board of directors
n Corporate governance guidelines
n Board committee charters
n Director independence standards
n Corporate code of ethics

Annual Meeting
The Annual Meeting of Shareholders will convene at 9 a.m. 
Central Time, May 22, 2012, in the auditorium at the corporate 
headquarters of Principal Financial Group, Inc., 711 High St., 
Des Moines, Iowa 50392.

Contact Investor Relations
If you have a question for Investor Relations, please contact:
 The Principal Financial Group – Investor Relations
 711 High Street, S-006-E41
 Des Moines, Iowa 50392-0420
 Phone: 1-800-986-3343 | Fax: 515-235-5491
 E-mail: investor-relations@principal.com

Transfer Agent
Principal Financial Group, Inc. shareholder inquiries should be 
addressed to our transfer agent, Computershare.  Computershare 
can assist shareholders with a variety of services, including: address 
changes, certificate issuance, replacement of lost stock certificates, 
transfer of stock to another person, account statements, balance 
inquiries, shareholder dividend inquiries and selling of shares.  
You can call or write to the transfer agent at:
 Principal Financial Group, Inc.
 c/o Computershare
 P.O. Box 43078
 Providence, RI 02940-3078
Toll-free phone: 866-781-1368
Phone for hearing impaired: 312-588-4110
Online: www-us.computershare.com/contactus

Registered shareholders can also access information about  
their Principal Financial Group, Inc. common stock accounts
via the Internet using Computershare’s website at  
www-us.computershare.com/investor.  The Principal does not 
maintain or provide information directly to this site, makes no 
representations or warranties with respect to the information 
contained therein and takes no responsibility for supplementing, 
correcting or updating any such information.

A Special Thanks
A special thanks to our 400,000 registered shareholders, who have 
owned Principal Financial Group, Inc. common stock since our initial 
public offering. 

Top 15 Holders* of Principal Financial Group, Inc. Common Stock 
n	 Nippon Life Insurance Company
n		Northern Trust Investments, Inc.
n		BlackRock Fund Advisors
n		The Vanguard Group, Inc.
n		State Street Global Advisors (SSgA)
n		Wellington Management Company, LLP
n		Goldman Sachs Asset Management, L.P. (U.S.)
n		Newton Investment Management, LTD
n		T. Rowe Price Associates, Inc.
n		Citadel Advisors, LLC
n		Cramer Rosenthal McGlynn, LLC
n		Altrinsic Global Advisors, LLC (U.S.)
n		Columbia Management Investment Advisers, LLC
n		TIAA-CREF Investment Management
n		Norges Bank Investment Management (Norway)

*Based on public filings as of Dec. 31, 2011
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