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CFA Institute Sustainable Investing Certificate (CFA-SIC) Exam Sample
Questions (Q255-Q260):

NEW QUESTION # 255
Which of the following is an example of a bottom-up ESG engagement approach? An asset manager:

e A joining the PRI Collaboration Platform
e B. sending out a letter to the CFOs of all investee companies
e (. initiating dialogue with an investee company's investor relations team

Answer: C

Explanation:

A bottom-up ESG engagement approach nvolves direct interaction with specific investee companies to address ESG issues.
Initiating dialogue with an investee company's nvestor relations team is an example of this approach.

Direct Communication: Engaging directly with the nvestor relations team allows asset managers to discuss specific ESG issues
relevant to the company. This direct line of communication can lead to more detailed and company-specific insights.

Targeted Engagement: This method focuses on individual companies, enabling asset managers to address specific concerns and


https://drive.google.com/open?id=1Od0nrZY1qKumdTuZ1iIJyWVN4GHl8Oin
https://www.troytecdumps.com/Sustainable-Investing-troytec-exam-dumps.html
https://www.troytecdumps.com/Sustainable-Investing-troytec-exam-dumps.html
https://www.vceprep.com/Sustainable-Investing-latest-vce-prep.html
https://www.prepawayete.com/CFA-Institute/Sustainable-Investing-latest-exam-dumps.html

influence company practices more effectively. It allows for a deeper understanding of how ESG issues are managed at the company
level

Active Ownership: By engaging with companies, asset managers exercise active ownership, encouraging companies to adopt better
ESG practices. This can lead to improved ESG performance and, ultimately, better long-term investment returns.

References:

MSCI ESG Ratings Methodology (2022) - Highlights the importance of direct engagement with companies as part of an effective
ESQG strategy.

ESG-Ratings-Methodology- Exec- Summary (2022) - Discusses various engagement approaches and emphasizes the value of direct
dialogue with investee companies in improving ESG practices.

NEW QUESTION # 256
In Australia, a managing director of a company is the:

e A executive charr.
¢ B. only executive director.
e C. former CEO of the company.

Answer: B

Explanation:

In Australia, a managing director is commonly understood to be the only executive director on the board. This role entails being the
key individual responsible for the overall management and operations of the company. The managing director often has a broader
and more hands-on role compared to other directors, overseeing daily operations and implementing board decisions.

NEW QUESTION # 257
Single-tier boards are typical in:

e A China
e B. The UK
e C. Germany

Answer: B

Explanation:

Asingle-tier boardstructure, where executive and non-executive directors sit ononeboard, istypical in the UKand many
othercommon-law jurisdictions.

In contrast, Germany (C) follows atwo-tier board system, which separatesmanagement (executive board) from oversight
(supervisory board). China (A) has a hybrid structure withmandatory Commumist Party oversightin large firns.
References:

UK Corporate Governance Code

German Corporate Governance Code

OECD Principles of Corporate Governance

NEW QUESTION # 258
Uploading a portfolio to an external ESG data provider's online platform

e A safeguards portfolio holdings
e B. shows a portfolio's environmental exposure.
e C. lowers overreliance on a single provider.

Answer: B

Explanation:

Uploading a portfolio to an external ESG data provider's online platform most likely shows a portfolio's environmental exposure.
These platforms offer detailed insights into how the portfolio is exposed to various ESG risks and opportunities.

Environmental Exposure Analysis: By uploading the portfolio, investors can receive an analysis of the environmental impact of their
holdings, including carbon footprint, energy usage, and other environmental metrics.

Data Visualization and Reporting; ESG platforns provide tools to visualize and report on the environmental performance of the



portfolio. This includes charts, graphs, and detailed reports that highlight key areas of environmental exposure.

Benchmarking and Comparisons: The platform allows investors to benchmark their portfolio's environmental performance against
industry standards and peer groups, providing context and identifying areas for improvement.

Reference:

MSCI ESG Ratings Methodology (2022) - Discusses the capabilities of ESG platforms in analyzing and reporting environmental
exposure.

ESG-Ratings-Methodology- Exec- Summary (2022) - Highlights the use of ESG data providers to assess and manage environmental
risks in portfolios.

NEW QUESTION # 259
Which of'the following statements is least accurate? Compared to social and environmental factors, governance has a:

e A greater materiality for private companies than for public companies.
¢ B. greater consideration in traditional investment analysis.
e (. greater link to financial performance.

Answer: A

Explanation:

Compared to social and environmental factors, governance has a greater materiality for public companies than for private
companies. Here's a detailed explanation:

Governance and Financial Performance: Governance factors, such as board composition, executive compensation, and shareholder
rights, have been shown to have a strong Iink to financial performance. Good governance practices can enhance a company's
transparency, accountability, and decision-making, which in turn can lead to better financial outcomes.

Traditional Investment Analysis: Governance factors have traditionally been given greater consideration in investment analysis
compared to social and environmental factors. Investors have long recognized the importance of governance in assessing the risk and
return profile of companies.

Materiality for Public vs. Private Companies:

Public Companies: Governance is particularly material for public companies due to the need for transparency, regulatory compliance,
and the scrutiny of a larger pool of investors. Public companies are subject to more rigorous reporting requirements and shareholder
engagement practices.

Private Companies: While governance is important for private companies, it is generally considered less material compared to public
companies because private companies are not subject to the same level of public scrutiny and regulatory requirements.

CFA ESG Investing References:

The CFA Institute notes that governance factors are crucial for public companies, impacting their financial performance and investor
confidence (CFA Institute, 2020).

The emphasis on governance in traditional investment analysis reflects its critical role in ensuring sound management and oversight
practices, which are essential for public companies.

NEW QUESTION # 260
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