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the Certificate in ESG Investing
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Investing

Certificate

A title that reflects the future
of responsible investing.

INVEST IN KNOWLEDGE. INVEST IN YOUR TEAM.

Talk to us about a corporate learning plan today!
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e Integrated Portfolio Construction and Management: Targeting Portfolio Managers and Investment
Strategists, this section discusses ESG integration into portfolio construction. It covers ESG screening
approaches, benchmarking, the effect on risk-return profiles, and managing ESG portfolios across various
asset classes.
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¢ Engagement and Stewardship: Designed for Asset Managers and Stewardship Professionals, this domain
covers investor engagement strategies and stewardship principles. It highlights the purpose, importance,
key principles, and practical application of engagement tactics within responsible investing frameworks.
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¢ Governance: This section assesses skills of Governance Analysts and Compliance Officers concerning
13 governance structures. It covers key characteristics and models of governance, material impacts, diversity,
equity, and inclusion considerations, and shareholder rights.

¢ Social Factors:Focused on Social Analysts and Corporate Social Responsibility (CSR) Professionals, this
4 domain reviews social factors impacting investments. It includes systemic relationships and material impacts
related to labor practices, diversity, equity, inclusion, and social opportunities at multiple levels.

¢ Introduction to ESG Investing: This section of the exam measures skills of Investment Analysts and

Portfolio Managers and covers the foundational concepts of environmental, social, and governance (ESG)
FES mvesting. It focuses on defining ESG investment, different responsible investment approaches, sustainability
concepts, benefits and challenges of ESG integration, and key global initiatives in ESG.
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The "Protect, Respect, and Remedy" framework is the foundation for the:

¢ A. OECD Guidelines for Multinational Enterprises (MNEs).
¢ B. Corporate Human Rights Benchmark (CHRB).
¢ (. United Nations Guiding Principles on Business and Human Rights (UNGPs).
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The UN Guiding Principles on Business and Human Rights (UNGPs) (Option C) are based on the "Protect, Respect, and Remedy"
framework, which outlines:

State duty to protect human rights.

Corporate responsibility to respect human rights.

Access to remedies for victims of human rights violations.

Option A (CHRB) assesses company performance but is not the foundation of this framework.

Option B (OECD MNE Guidelines) also address corporate responsibility but are broader than human rights.
References:

United Nations Human Rights Office: UNGPs (2011)

OECD Due Diligence Guidelines on Human Rights

PRI Investor Toolkit on Human Rights
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In scenario analyses that incorporate ESG-related issues, which of the following approaches to strategic asset allocation best
provides flexibility to capture potential winners and losers?

¢ A. Dynamic asset allocation
¢ B. Regime-switching models
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e C. Total portfolio analysis
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In scenario analysis, dynamic asset allocation offers themost flexibilitybecause it allows investors tocontinuously rebalancetheir
portfolios based on changing ESG-related factors. Unlike total portfolio analysis-which tends to be static-or regime-switching
models-which primarily identify broad shifts- dynamic asset allocation continuouslyadapts to evolving risks and opportunities. This
flexibility enables investors to bettercapture potential winners(sectors or companies benefiting from ESG trends) and avoidpotential
losers(those exposed to ESG-related risks).
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The European Union (EU)'s Carbon Border Adjustment Mechanism is best described as a(n):

¢ A Revision of the EU's energy taxation directive with a focus on existing fossil fuel subsidies
¢ B. Action plan to encourage the development of a sustainable, resource-efficient, low-carbon economy in the EU
e C. Tool to put a fair price on carbon emitted in the production of carbon-intensive goods entering the EU
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TheEU Carbon Border Adjustment Mechanism (CBAM)is acarbon pricing tool that ensures imports of carbon- intensive goods
face similar emissions costs as EU-produced goods.

* This prevents carbon leakage, where companies move production to countries with weaker climate regulations.

* It is not a revision of energy taxation (A).

* While CBAM supports sustamnability goals (C), its main purpose is to adjust carbon pricing on imports.

References:

European Commission Carbon Border Adjustment Mechanism (CBAM) Overview

CFA Institute ESG & Carbon Pricing Analysis

UNFCCC Climate Policy & Trade Regulations
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Leased assets of a company contribute to:

e A. Scope 2 emissions.
e B. Scope 3 emissions.
e C. Scope 1 emissions.
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GHG emissions are categorized into three scopes:

Scope 1: Direct emissions from a company's owned facilities and vehicles.

Scope 2: Indirect emissions from purchased electricity, heating, or cooling.

Scope 3: Indirect emissions from the value chain, including leased assets, supply chain, employee commuting, and business travel.
Why C (Scope 3) is correct:

Leased assets are not directly owned but still contribute to a company's carbon footprint.
Why not A or B?

A (Scope 1) applies to owned assets, not leased ones.

B (Scope 2) applies to purchased electricity, not leased buildings or vehicles.

Reference:

GHG Protocol Corporate Standard (2023 Update)
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Growing income inequality most likely leads to:

¢ A. More educational opportunities.
¢ B. Higher purchasing power among the middle class.



e C. Less social mobility.
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Growing income inequality is associated with reduced social mobility (Option A), meaning that individuals from lower-income
backgrounds face greater challenges in moving up the economic ladder. This happens because:

Lower-income famillies often have limited access to quality education, healthcare, and job opportunities, making it harder for
individuals to improve their economic status.

Wealth concentration among the elite leads to a decline in broad-based economic opportunity.

More educational opportunities (Option B) is incorrect because education tends to become more expensive and less accessible as
income inequality increases.

Higher purchasing power among the middle class (Option C) is incorrect because growing inequality usually means that the middle
class shrinks, and wealth is concentrated among the wealthy, reducing overall purchasing power.

Reference:

OECD Report: "Inequality and Social Mobility" (2022)

World Economic Forum (WEF) - Global Social Mobility Index

UN Sustainable Development Goal (SDG) 10: Reduced Inequality
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