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E #534
The primarily used ESG indices:

e A Use similar criteria and weightings
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¢ B. Provide data to backtest performance across muiltiple market cycles
e C. Are available for both equity and fixed-income asset classes

IEf: C
BN -

ESG indices exist forboth equity and fixed income, covering a range of investment vehicles such ascorporate bonds, sovereign
bonds, and green bonds. Major providers likeMSCI, S&P, and FTSE Russelloffer ESG indices across asset classes.

Option A is incorrect because ESG index methodologies vary significantly between providers. Option C is misleading
becausebacktesting ESG performanceis complex due tolimited historical ESG data.

Reference:

MSCI ESG Index Methodology

S&P Dow Jones ESG Index Framework

Morningstar ESG Fund Analysis

M #535
Carbon intensity is calculated as Scope 1 plus Scope 2 emissions divided by:

® A revenue
¢ B. market capitalization

e C. profit
EfE: A
s

Carbon intensity is calculated as Scope 1 plus Scope 2 emissions divided by revenue.

Revenue (B): Carbon intensity is a measure of a company's carbon emissions relative to its economic output, typically calculated as
the sum of Scope 1 and Scope 2 emissions divided by revenue. This provides a standardized way to compare the carbon efficiency
of companies across different sizes and industries.

Profit (A): Using profit for this calculation is less common and would not provide a consistent measure of carbon intensity, as profits
can vary widely due to factors unrelated to emissions.

Market capitalization (C): Market capitalization reflects the company's market value, which is influenced by investor perceptions and
market conditions, rather than the direct economic output of the company.

References:

CFA ESG Investing Principles

Standard methodologies for calculating carbon intensity

E M #536
Which of the following is most likely an effect of an aging population?

e A Increased ratio between the active and inactive part of the workforce
¢ B. Increased business risk for the consumer goods sector
¢ C. Reduced healthcare expenditures

IEf#: A

AR

An aging population leads to ahigher dependency ratio, meaning there arefewer working-age individualsrelative to retirees. This
increases fiscal pressure onpension systemns, healthcare, and social services, potentially impacting economic growth.

Contrary to option A, healthcare expendituresincreasewith an aging population. Business risks i the consumer goods sector (B) may
change but do not universally rise.

Reference:

United Nations World Population Prospects (2022)

OECD Report on Aging and Economic Growth

World Bank Aging and Dependency Ratio Analysis

B #537



The European Union (EU) Ecolabel:

e A. Contains a list of six key principles designed to prevent businesses from making misleading environmental claims
¢ B. Is a mandatory label for companies that apply sustainability labels on their products
e C. Certifies products that have a guaranteed, independently verified, low environmental impact

EfE: C

fiR .-

TheEU Ecolabelis avoluntary certificationthat identifies products and services withlow environmental impactover their lifecycle.
Products awarded theEU Ecolabelmeet strict environmentalstandards verified by independent audits.

It isnot mandatory (A)and does not primarily focus on greenwashing prevention (C), although it contributes to reducing misleading
clains.

Reference:

European Commission - EU Ecolabel Criteria

ISO 14024 Environmental Labeling Standards

UNEP Sustainable Consumption & Production Guidelines

E R #538
A disadvantage of the Global Real Estate Sustainability Benchmark (GRESB) framework is that it:

e A is easily sidestepped by majority owners who control how it is applied.
e B. does not provide peer group comparison.
e (. does not provide environmental impact reduction targets.

EfE: A

A

The GRESB framework's application can be influenced or controlled by majority owners, which may limit its effectiveness in
assessing the sustainability of real estate investments if it is not applied rigorously. (ESGTextBook[PallasCatFin], Chapter 8, Page
451)
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