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Fi RE #456
Weighted-average carbon intensity and attributed emissions of sovereign debt most likely measure ESG exposures at the:

e A portfolio level.
¢ B. security level
e C. country level

ER: A

Bt REES B -

CFA materials describeweighted-average carbon intensity and attributed emissionsasportfolio-level ESG measures.
Theyaggregatecountry-level carbon intensities of sovereign issuersweighted by portfolio exposures. While the data reflects country-
level emissions, the metric itself is reported at theportfolio levelto provide an integrated ESG exposure picture.

i R #457
Which of the following statements regarding the effects of an aging population is most accurate?

¢ A Older people spend less on consumer goods.
¢ B. Older people have lower accumulated savings per person than younger people.
e C. The ratio of active to inactive workers increases.

ER: A

fE AR A«

As populations age, older individuals generally spend less on consumer goods (Option A) because:

They shift spending toward healthcare, services, and retirement-related expenses.

They buy fewer durable goods (e.g., cars, electronics).

Option B is incorrect because the ratio of active to nactive workers decreases as the proportion of retirees grows.
Option C is incorrect because older people typically have higher accumulated savings than younger individuals.
References:

World Bank: Aging and Economic Growth Report

OECD Report: The Impact of Aging on Consumption and Savings

United Nations: Demographic Trends and Economic Implications

FIRE #458
Which of'the following is a success factor characteristic of investor collaboration? Investors should have:

e A objectives that are linked to material strategic and governance issues.
e B. clear leadership with appropriate relationships, skills, and knowledge.
e C. an engagement approach that is bespoke to the target company.

£%: B

fE R A -

Effective nvestor collaboration is crucial for achieving meaningful outcomes in ESG engagements and initiatives. Clear leadership
with appropriate relationships, skills, and knowledge is a key characteristic of successful investor collaboration.

1. Clear Leadership: Having clear leadership ensures that the collaboration is well-coordinated and directed towards common goals.
Leaders with the right relationships, skills, and knowledge can navigate complex stakeholder environments, build consensus, and
drive the collaboration forward.

2. Engagement Approach (Option A): While having an engagement approach that is bespoke to the target company is important, it is
more specific to individual engagements rather than a general characteristic of investor collaboration success.

3. Objectives Linked to Strategic Issues (Option C): Objectives that are linked to material strategic and governance issues are
important for the focus and relevance of the collaboration. However, clear leadership is fundamental to ensuring that these objectives
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are effectively pursued and achieved.

References from CFA ESG Investing:

Investor Collaboration: The CFA Institute discusses the importance of leadership in investor collaboration, highlighting that successful
collaborations often depend on leaders who can leverage their expertise and relationships to achieve common goals.

Characteristics of Successful Collaborations: Understanding the critical success factors, such as clear leadership, helps investors
design and participate in effective collaborative initiatives that can drive positive ESG outcomes.

i RE #459
Which of the following is an example of shareholder engagement? Institutional investors:

e A discussing ESG issues with an investee company's board
¢ B. making ESG recommendations to policy makers
¢ C. responding to policy consultations

ER: A

R B B -

An exanmple of shareholder engagement is institutional investors discussing ESG issues with an investee company's board.
Shareholder engagement nvolves active dialogue between investors and company management to address and nfluence ESG
practices and performance.

Direct Interaction: Engaging directly with the board allows institutional investors to communicate their ESG concerns and
expectations. This can lead to more informed decision-making by the board on ESG matters.

Influence and Accountability: By discussing ESG issues with the board, nvestors can hold the company accountable for its ESG
performance. This can drive improvements in areas such as governance, environmental impact, and social responsibility.
Long-term Value: Effective engagement on ESG issues can enhance long-term value creation for both the company and its
shareholders. It encourages sustainable business practices that mitigate risks and capitalize on ESG opportunities.

References:

MSCI ESG Ratings Methodology (2022) - Highlights the role of shareholder engagement in influencing corporate ESG practices.
ESG-Ratings-Methodology- Exec-Summary (2022) - Discusses the importance of direct dialogue between investors and company
boards in improving ESG performance.

& #460

An asset owner's ESG policies need to address how portfolio managers:

e A assess ESGrisk exposures independent of the overall risk management finction.
¢ B. disclose ESG exposures selectively to nvestors most affected by the exposures.
e (. establish the rationale for ESG assessment.

ER: C

SRR

Asset owners must ensure clarity of purpose: portfolio managers shouldestablish a clear rationale for ESG assessment, such as value
creation, risk reduction, or client alignment. This rationale forms the policy's basis.

Selective disclosure (option B) may breach transparency principles, and segregating ESG risk from overall risk management (option
C) is generally discouraged. Instead, ESG risk should be integrated holistically with traditional financial risk into the overall risk
framework.
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