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Financial Principal Life
Grou’p Insurance Company

November 19, 2008

President-Elect Barack Obama
230 South Dearborn Street, #3900
Chicago, IL 60604

Dear President-Elect Obama

On behalf of 15,000 employees of the Principal Financial Group, we offer our congratulations on your election
as the 44" President of the United States. As a Fortune 500 company headquartered in Des Moines, lowa, we
are proud that your road to victory started in lowa. And we are proud to live the values you espouse and share
with millions from the heartland — hard work, common sense, personal responsibility.

No doubt, your mailbox is filled with persuasive letters and white papers about solving the financial crisis and the
need to overhaul the financial services regulatory system. Regardless of political leanings, everyone agrees we
have a patchwork of regulations that have been applied and enforced inconsistently at best; or are completely
non existent at worst. This has led to a proliferation of exotic investment vehicles and practices -- like the
unconstrained growth of hedge funds, short selling and derivatives. None of these are inherently bad, but
they’'ve been allowed to operate with little or no oversight -- thus creating unfair advantages in good times. In
bad times, the ongoing unregulated power these vehicles wield over the market continues to create volatility and
losses for companies and investors through no fault of their own. It's why the market keeps surging and
plummeting based on absolutely no new information.

With the coming change of a new administration, we have an important opportunity to focus on protecting
average investors, rebuilding confidence in our financial system and ensuring a mess like this doesn't happen
again. Our concern is for the people who are bearing the cost of regulatory neglect, unfairness, lack of
transparency and greed. Ordinary Americans are gripped and paralyzed by fear.

By our calculations, the cost of this fear is well into the tens of trillions of dollars. Trillions of dollars in lost
market value for good, solid companies, declining values of 401(k) plans, job loss for millions of people working
to make ends meet, home foreclosures, falling retail sales, frozen credit. The list goes on and on. For example,
on Sept. 29, while Congress debated a $700 billion rescue plan, the market lost $1.2 trillion in value — hitting
Americans squarely in their retirement plans, investments and savings accounts.

These every day ordinary citizens are representative of the more than four million individual investors and
401(k) plan participants we serve at The Principal Financial Group. Working people who invest for their future,
paycheck by paycheck, year after year, doing what they're supposed to do — taking personal responsibility for
their financial futures by deferring and diversifying. The paycheck by paycheck investments these people made
created a market that was the envy of the world -- before this financial mess.

Now that we're in this mess, these investors call us daily with fundamental but fearful questions like,
“ls my money safe?”

“| keep losing money. What should | do?”

“l need money. How can | get it?”

“How can | put my money in something more stable?”

Most don't understand or care about credit default swaps, derivatives, hedge funds or excess leverage. They
do care about investing their hard-earned dollars to grow their businesses, save for their retirements and
provide for their families’ financial security. Nonetheless Main Street continues to pay a huge price from Wall
Street activity that has nothing to do with them.
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The people on Main Street live by the philosophy that if you're self-reliant and work hard, you'll be rewarded.
But it hasn’t turned out that way and they find themselves angry, scared and confused.

It must stop, Mr. Obama. It must change.

You and your administration face the daunting challenge of righting the biggest financial crisis of our lifetime. As
you begin shaping the solutions, we offer these suggestions:

Instill confidence to restore functioning markets. Extreme volatility and lack of liquidity have
endangered jobs and financial security of working Americans. We must erase the fear and replace it
with confidence so credit flows again and investors get back in the market. Your message of change
we can believe in, your decisive leadership and a plan of action will go a long way toward moving us
from paralysis borne of fear to action borne of confidence.

Act quickly and decisively, but do no harm. Recognize parts of the system that are working, like
employer sponsored retirement plans -- drivers of the nation's savings and retirement programs.
Defined benefit and 401(k) plans have played a vital role in capital markets development and provide
U.S. and global capital markets a strong, steady flow of assets to be invested — currently comprising
about 30 percent of the total assets on the New York Stock Exchange.

Create a level playing field. The current disparate and disconnected assortment of regulatory
agencies creates laborious compliance processes for some financial products and leaves others with no
oversight at all. Furthermore, the rules that exist are not applied and enforced consistently. For
example, the SEC needs to better enforce the ban on naked short selling to prevent speculators from
using unfair leverage to drive down stock prices of otherwise solid companies. And some existing rules
are just plain unrealistic when markets are not functioning normally, like mark-to-market accounting. We
need to allow companies to realistically value assets in their investment portfolio. The only investors
who should use mark-to-market accounting based on distressed prices are those who are dependent on
short term funding, and therefore may become forced sellers.

Take a global view of capital markets. A global approach to regulation will require collaboration from
all corners of the world and all corners of the financial services industry. The recent G-20 summitis a
step in the right direction as these leaders strive to find common ground to address the underlying
causes of the current crisis and the solutions. The result will be better protection of Main Street
investors. Main Street is connected to Wall Street, and Wall Street is a stone’s throw from the global
markets in Europe and Asia. Many financial services companies are global, most are integrated.
Regulation should be global and integrated, as well.

Ensure transparency and meaningful disclosure. The markets can only function with full
transparency and appropriate fiduciary and risk regulation. We must develop comprehensive and
meaningful disclosure requirements for all capital markets and all financial products in order to prevent
market manipulation and excessive volatility. But again, it's not just about making rules; it's about
making sure everybody plays by the rules.

We salute you, Mr. Obama, for your message of change. You are inspiring the world. We salute you for the
voice you're giving Main Street. We stand ready to help you build a better, stronger financial system that will
benefit generations to come in Des Moines, lowa, on Main Street, U.S.A., and around the world. ,
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