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CFA Institute Sustainable-Investing Exam Syllabus Topics:

Topic

Details

Topic 1

ESG Analysis, Valuation, and Integration: This domain measures the capabilities of Portfolio Managers and
Equity Analysts to integrate ESG factors into nvestment decision-making. It addresses challenges of
integration, the impact on industry and company performance, security valuation, and approaches to ESG
data analysis across asset classes.

Topic 2

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.

Topic 3

Environmental Factors: This section measures skills of Environmental Analysts and Sustainability Specialists
by exploring environmental issues such as climate change, resource management, biodiversity, and
pollution. It covers systematic relationships, material impacts, and methodologies for environmental analysis
at country, sector, and company levels.

Topic 4

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.

Topic 5

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)
mvesting, It focuses on defining ESG investment, different responsible mvestment approaches, sustainability
concepts, benefits and challenges of ESG integration, and key global initiatives in ESG.
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Web-based Sustainable Investing Certificate (CF A-SIC) Exam (Sustainable-Investing) practice test of ActualLabs is accessible
from any place. You merely need an active internet connection to take this CFA Institute Sustainable-Investing practice exam
Browsers including MS Edge, Internet Explorer, Safari, Opera, Chrome, and Firefox support this Sustainable Investing Certificate
(CFA-SIC) Exam (Sustainable-Investing) practice exam. Additionally, this Sustainable Investing Certificate (CFA-SIC) Exam
(Sustainable-Investing) test is supported by operating systens including Android, Mac, i0S, Windows, and Linux.

CFA Institute Sustainable Investing Certificate (CFA-SIC) Exam Sample
Questions (Q424-Q429):

NEW QUESTION # 424
Which of'the following is an example of greenwashing?

¢ A. A company investing in renewable energy to offset emissions
¢ B. A company voluntarily disclosing sustainability risks in its annual report
e C. A company falsely claiming its products are 100% carbon neutral

Answer: C

Explanation:

Greenwashingoccurs when a companymisrepresents its sustainability efforts, such asfalsely claiming carbon neutralitywithoutcredible
verification.

Investing in renewables (B) and voluntary disclosure (C) are legitimate sustainability actions.

Reference:

CFA Institute Greenwashing Risk Report

EU Green Claims Directive

Principles for Responsible Investment (PRI) ESG Transparency Guide

NEW QUESTION # 425
ESG factors that relate to future growth opportunities are most relevant to:

e A. corporate bond investors.
e B. equity investors.
¢ C. sovereign debt investors.

Answer: B

Explanation:

Equity investors are primarily focused on future growth opportunities, as they are investing in the potential appreciation of a
company's stock price over time. ESG factors that relate to future growth opportunities are particularly relevant to equity investors
because these factors can significantly influence a company's long-term profitability and valuation.

Detailed

Growth Potential and Future Earnings: Equity nvestors are interested in companies that demonstrate potential for future growth and
mcreased earmnings. ESG factors such as innovation in sustainable technologies, efficient resource management, and positive social
impact can drive a company's growth by opening up new markets, improving operational efficiencies, and enhancing brand
reputation.

Risk Mitigation and Long-Term Stability: ESG factors also help equity investors mitigate risks associated with environmental, social,
and governance issues. For example, companies with strong environmental practices are less likely to face regulatory fines, and those
with robust governance structures are less likely to encounter scandals. This stability is attractive to equity mvestors looking for
sustainable returns.

Valuation and Investor Sentiment: Companies that are proactive in managing ESG factors often enjoy a higher valuation due to
positive investor sentiment. Investors are increasingly valuingcompanies that are seen as responsible and forward-thinking. This can
lead to a higher stock price as demand for the company's shares increases.

Regulatory and Market Trends: As regulations around ESG factors become stricter and as consumers become more environmentally
and socially conscious, companies that are ahead in ESG practices are likely to benefit. Equity investors look at these trends to
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anticipate which companies will be market leaders in the future.

CFA ESG Investing Reference:

According to the CFA Institute's ESG Investing Guide, "Equity investors are particularly interested in how ESG factors might affect a
company's future earings and risk profile" (CFA Institute, 2020).

The MSCI ESG Ratings Methodology document highlights that ESG factors are critical in assessing a company's resilience to long-
term financially relevant ESG risks, which directly impacts future growth opportunities and hence, is vital for equity investors.

These aspects underscore why ESG factors related to future growth opportunities are most relevant to equity investors, who are
keen on capitalizing on both the upside potential and risk management of their investments over the long term.

NEW QUESTION # 426
Which of'the following statements about voting is most accurate?

e A Ifthere are concerns about the financial viability of a business, investors need to pay close attention to voting decisions on
the reappointment of members of the audit committee

¢ B. Concerns about the diversity of a company's board cannot be reflected in voting decisions

e C. Voting is a necessary but not a sufficient element of good stewardship

Answer: A

Explanation:

Importance of Voting in Stewardship:

Voting on resolutions at shareholder meetings is a findamental aspect of stewardship, enabling investors to influence corporate
governance and strategy.

It ensures that management is accountable to shareholders and aligns with long-term interests.

Focus on Audit Committee:

The audit committee oversees financial reporting and the audit process, which are critical to ensuring the accuracy and reliability of
financial staterments.

Reappomnting members of the audit committee is crucial when there are concerns about a company's financial viability, as this
commiittee plays a key role in maintaining financial integrity.

Concerns about Board Diversity:

Investors can reflect concerns about board diversity through their voting decisions, particularly during director re-elections.
References:

The importance of voting, particularly on issues related to financial viability and audit committee reappointiments, is emphasized in
corporate governance and ESG stewardship guidelines.

NEW QUESTION # 427
Which of'the following is an example of competence greenwashing?

e A. A company's board overstating their ESG expertise

¢ B. A company that is unwilling to reveal its strides toward more sustainable practices for fear of misinterpretation

¢ C. A company providing an incomplete picture of its environmental impact by overemphasizing carbon emissions while
ignoring other factors such as toxicity

Answer: A

Explanation:

Competence greenwashingoccurs when a companymisrepresents its ESG knowledge or expertise, such asoverstating the board's
sustamability qualifications.

Option C describes "selective disclosure" greenwashingrather than competence greenwashing,

Reference:

CFA Institute Greenwashing Risk Guide

Principles for Responsible Investment (PRI) ESG Transparency Report

EU Green Claims Directive

NEW QUESTION # 428
To address conflicts of interest and maintain the independence of audit firms, EU law requires firns to abide by:



¢ A Botha list of allowable non-audit services and a monetary limit on the overall value of non-audit services.
¢ B. A monetary limit on the overall value of non-audit services only.
¢ (. Alist of allowable non-audit services only.

Answer: A

Explanation:

The European Union Audit Reform (Regulation (EU) No 537/2014) imposes strict rules on audit firms to ensure independence and
reduce conflicts of interest.

Why C is correct:

The EU restricts non-audit services that auditors can provide to clients they audit.

A monetary cap of 70% of audit fees is imposed on permissible non-audit services to limit financial dependence.

These measures ensure auditors do not compromise audit quality by having financial incentives to approve misleading financial
staterments.

Why not A or B?

A is incomplete-a list of allowable services alone does not limit the financial influence of consulting fees.

B is incomplete-a monetary cap alone does not specify which services are prohibited.

References:

EU Regulation No 537/2014 on Audit Reform

European Commission's Guidelines on Auditor Independence (2021)
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