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¢ ESG Analysis, Valuation, and Integration: Targetted for ESG Consultants, this domain covers methods for
FEw 21 embedding ESG factors into the investment process, the obstacles that may arise, and the impact of ESG

considerations on valuations across various asset classes.

¢ Social Factors: This section focuses on analyzing social factors, including their systemic effects and material
FEw 22 impacts. This section also provides methodologies for assessing social risks and opportunities at country,
sector, and organizational levels.

¢ Investment Mandates and Portfolio Analytics: This domain explains to ESG Analysts the importance of

constructing mandates to support effective ESG investment results. This section highlights key aspects, such
hEY 73 as transparency and accountability, which are essential for asset owners and intermediaries to align
portfolios with ESG priorities.

¢ Engagement and Stewardship: This section explores the foundations of investor engagement and
ey 74 stewardship, emphasizing their importance and practical application.

e ESG Integrated Portfolio: This section discusses the application of ESG analysis across muiltiple asset
bEY 7S classes, exploring strategies for incorporating ESG criteria into portfolio management.

¢ Understanding Governance Factors: This section includes governance elements for ESG Investment
FEY 2 6 Consultants, including core characteristics, governance models, and material impacts. It discusses how
governance factors influence investment choices.

¢ Overview of ESG Investing and the ESG Market: This section tests ESG Investment Managers and delves
NEw 27 mnto responsible investment strategies, examining how environmental, social, and governance (ESG)
elements shape the investment ecosystem
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HM #603
Anti-corruption laws are a relevant governance factor for which of the following investments?

e A Infrastructure assets
¢ B. Sovereign debt
e C. Private equity

Ef#: B

A -

Relevance of Anti-Corruption Laws:

Anti-corruption laws are particularly relevant for investments in sovereign debt as they reflect the governance quality of a country.
Sovereign Debt Governance:

Investors in sovereign debt are concerned with the overall governance and robustness of state institutions.

Effective anti-corruption measures are critical for maintaining political stability, regulatory quality, and rule of law, all of which affect
the creditworthiness of sovereign debt.

Application to Other Investiments:

While private equity and infrastructure assets are also impacted by governance factors, anti-corruption laws are more directly tied to
the governance quality of states, making them most relevant for sovereign debt investors.

Reference:

The importance of anti-corruption laws in sovereign debt mvestments is discussed in the final ESG investing documentation.

E Y #604
Compared to developed markets, ESG mvesting in emerging markets is most likely characterized by:

¢ A. more data and less variability between countries and companies
¢ B. fewer opportunities for investors to engage with companies and improve ESG performance
e (. lower transferability of approaches and principles methods from developed markets

EfE: C

AR :

Compared to developed markets, ESG investing in emerging markets is most likely characterized by lower transferability of
approaches and principles methods from developed markets.

* Market Differences: Emerging markets often have different regulatory environments, cultural contexts, and levels of market
development compared to developed markets. These differences can affect how ESG principles and methodologies are applied.

* Transferability Issues: The approaches and principles developed in more mature markets may not always be directly applicable in
emerging markets. Factors such as differing levels of corporate governance, environmental regulations, and social norms require
adaptations to ESG strategies.

* Customization Needed: Investors in emerging markets need to tailor their ESG approaches to the local context to effectively
address the unique challenges and opportunities present in these markets.

CFA ESG Investing References:

The CFA Institute's resources on global ESG investing emphasize the importance of understanding local contexts and adapting
strategies accordingly. This is particularly relevant in emerging markets, where direct transferability of developed market principles
may not be effective.
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B [ # 605

‘Which of'the following increases pressure on natural resources?

¢ A. Economic recession
¢ B. Population growth
¢ C. Declining life expectancy

IEf#: B
fEE N -

Population growth increases pressure on natural resources. As the population grows, the demand for resources such as water, food,
energy, and land intensifies, leading to greater exploitation and potential depletion of these resources.

Increased Demand: A growing population requires more resources to meet its needs. This includes more agricultural land for food
production, more water for consumption and irrigation, and more energy for household and industrial use.

Resource Depletion: Higher demand for natural resources can lead to over-extraction and depletion. For exanple, excessive
groundwater withdrawal can lead to aquifer depletion, while overfishing can deplete fish stocks.

Environmental Impact: Population growth can lead to environmental degradation, including deforestation, loss of biodiversity, and
increased greenhouse gas emissions. The expansion of human activities often encroaches on natural habitats, leading to a decline in
ecosystem health.

Reference:

MSCI ESG Ratings Methodology (2022) - Discusses the impact of population growth on natural resource demand and
environmental sustainability.

ESG-Ratings-Methodology-Exec-Summary (2022) - Highlights the pressures on natural resources due to increasing population and
the associated environmental challenges.

EH # 606
Corporate engagement and shareholder action is the predominant investment strategy in:

e A. the United States
e B. Europe
e C.Japan

EfE: A

fi .-

Corporate engagement and shareholder action is the predominant investment strategy in the United States.

1. Corporate Engagement and Shareholder Activisn: In the United States, shareholder activism and engagement are well-established
strategies used by mvestors to influence corporate behavior and governance practices. This involves shareholders actively engaging
with company management, submitting shareholder proposals, and voting on key issues to drive changes that enhance long-term
value.

2. Comparative Strategies in Europe and Japan:

Europe (Option B): While corporate engagement is also practiced in Europe, the predominant strategies tend to include a broader
focus on ESG integration and sustainability criteria within investment decisions.

Japan (Option A): In Japan, stewardship and engagement are growing but are not yet as predominant as in the United States.
Japanese mvestors are increasingly adopting engagement practices but often within the context of broader stewardship principles.
3. Regulatory and Market Dynamics: The regulatory environment and market dynamics in the United States have fostered a culture
of active shareholder engagement, making it a prominent strategy for addressing ESG issues and driving corporate governance
improvements.

References from CFA ESG Investing:

Shareholder Activism in the US: The CFA Institute highlights the prevalence of shareholder activism and corporate engagement as
key strategies in the United States, driven by regulatory support and investor demand for accountability and transparency.
Regional Investment Strategies: Understanding the predominant investiment strategies in different regions helps investors tailor their
approaches to align with local market practices and regulatory frameworks.

H I #607
The UK's Green Finance Strategy identifies the policy lever of financing green as



e A directing private sector financial flows to economic activities that support an environmentally sustainable and resilient
growth.

¢ B. strengthening the role of the UK financial sector in driving green finance

¢ C. ensuring that the financial sector systematically considers environmental and climate factors in its lending and investment
activities.

EfE: A

A :

The UK's Green Finance Strategy identifies the policy lever of financing green as directing private sector financial flows to economic
activities that support an environmentally sustainable and resilient growth.

Encouraging Private Investment: The strategy aims to mobilize private sector investment into green projects and technologies that
contribute to environmental sustainability and climate resilience.

Supporting Green Growth: By directing financial flows towards sustainable economic activities, the strategy supports the transition to
a low-carbon economy and promotes long-term economic growth that is resilient to environmental and climate risks.

Policy Framework: The strategy outlines a framework for aligning financial flows with sustainability goals, including setting standards,
enhancing disclosures, and providing incentives for green investments.

Reference:

MSCI ESG Ratings Methodology (2022) - Discusses the role of financial flows in promoting sustainable growth and the importance
of directing investments towards green activities.

ESG-Ratings-Methodology-Exec-Summary (2022) - Highlights the objectives of the UK's Green Finance Strategy in supporting
environmentally sustainable economic growth.
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