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making. thus reinforcing market transtormation. In this bock, high-level practiionars and academic
thought leaders, including contributions from John Ruggie, Fiena Reynedds, Johan
Rocksir&#246m and Paul Palman, expiain the forces behind these developments. The
candributors highlight (a) that systamic marke! change is influenced by various contextual factors
that impact how suslainable invasting is percgived and practiced (b) that the integration of ESG
factors in investment decisions is impacting markels an a large scale and hence changes
practces of major market players {e.g. pension funds) and (¢} thal lechnology and the increasing
datafication of sustainabifity act as furthar accelerators of such change. The book goes beyond
standard economic theary approaches lo sustainable investing and emphasizes that capitalism
tounded an more real-world (complesx) econamics and cocperation can sirengthen ESG
integration, Aimed at both investment professionals and academics, this book gives the reader
accass 1o maore practitioner-relavant information and it also discusses implamentation issues. The
reader will gain insights inle how &quolmaisireamé&quotfinancial actors relate to susiainable
investing.
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Sustainable-Investing Exam. The sans bug plans have been given to you all to drift through the Sustainable Investing Certificate
(CFA-SIC) Exam certificate exam.

CFA Institute Sustainable Investing Certificate (CFA-SIC) Exam Sample
Questions (Q440-Q445):

NEW QUESTION # 440
Excluding investment in companies with a history of labor infractions is best categorized as a(n):

¢ A idiosyncratic exclusion.
e B. conduct-related exclusion
e (. universal exclusion.

Answer: B

Explanation:

Excluding investment in companies with a history of labor infractions is best categorized as a conduct-related exclusion. This type of
exclusion focuses on the behavior and practices of companies, particularly in relation to their treatment of employees and adherence
to labor standards.

Behavioral Criteria: Conduct-related exclusions target specific behaviors or practices that are deemed unacceptable, such as labor
infractions, human rights violations, or environmental harm.

Ethical Considerations: These exclusions are based on ethical and social considerations, aiming to avoid investing in companies that
do not meet certain standards of conduct.

Impact on Valuation: By excluding companies with poor labor practices, nvestors aim to reduce exposure to risks associated with
legal liabilities, reputational damage, and operational disruptions.

References:

MSCI ESG Ratings Methodology (2022) - Explains different types of exclusion criteria, including conduct- related exclusions, and
their rationale.

ESG-Ratings-Methodology- Exec-Summary (2022) - Discusses the importance of considering company behavior n ESG mvestment
strategies.

NEW QUESTION # 441
Applying ESG screens to quantitative strategies directs the portfolio on:

e A. atop-down basis.
e B. an individual issuer basis.
e (. anasset basis.

Answer: A

Explanation:

Applying ESG screens to quantitative strategies typically directs the portfolio on a top-down basis. This approach involves
integrating ESG factors into the overall portfolio construction and management process, rather than evaluating individual issuers or
assets in isolation. This method ensures that ESG considerations are systematically incorporated into the investment strategy, aligning
with broader portfolio goals.

NEW QUESTION # 442
In France, shareholders eligible for being awarded double voting rights are

e A founding shareholders during an IPO
e B. minority shareholders that are employee representatives
e (. long-standing sharcholders of at least two years.

Answer: C

Explanation:

In France, shareholders eligible for being awarded double voting rights are long-standing shareholders of at least two years. This
policy ains to encourage long-term investment and shareholder loyalty.

Loyalty Incentive: The double voting rights are granted to shareholders who have held their shares for at least two years. This
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incentivizes long-term holding and aligns shareholders' interests with the company's long-term success.

Strengthening Governance: By rewarding long-term shareholders with additional voting power, companies can strengthen their
governance structures. Long-term shareholders are more likely to be interested in sustainable growth and responsible governance.
Legal Framework: This practice is embedded in the French legal framework under the Florange Act, which automatically grants
double voting rights to shares held for at least two years unless the company's articles of association specify otherwise.

Reference:

MSCI ESG Ratings Methodology (2022) - Highlights the mechanisirs in place in different jurisdictions to promote long-term
investment through measures such as double voting rights.

ESG-Ratings-Methodology- Exec-Summary (2022) - Discusses the importance of shareholder engagement and long-term
investment incentives in corporate governance.

NEW QUESTION # 443
‘When constructing net zero portfolios, investors:

e A can follow a clearly accepted standard for netting exposures to carbon risk.
¢ B. typically agree on how to best account for the role that derivatives and shorts play.
e (. will tend to have overweight equity allocations in the technology sector if they exclude Scope 3 emissions.

Answer: C

Explanation:

Net zero portfolio construction nvolves multiple challenges, especially regarding carbon accounting and Scope 3 emissions (indirect
emissions from value chains). The CFA's sustainable investing guidance notes there isno universally accepted standardfor carbon risk
netting (disproving option A) andno consensuson how to treat derivatives or short positions (ruling out option B). However, if
mvestorsexclude Scope 3 emissions (which are significant for heavy industry and energy sectors), portfolios oftentilt heavily toward
lower-carbon, technology-heavy sectors. Thus, technology sector allocations are typicallyoverweightas a result of this exclusion,

making option C correct.

NEW QUESTION # 444
Analyzing a portfolio's social impact exposure is best achieved by first understanding material social topics at:

¢ A. the country and sector levels, then the company level
e B. the company and sector levels, then the country level
e (. the company and country levels, then the sector level

Answer: A

Explanation:

Analyzing a portfolio's social impact exposure involves understanding the broader social context before drilling down to individual
company specifics. The best approach is to first understand the material social topics at the country and sector levels, then the
company level

Country and sector levels, then the company level (B): Starting at the country level provides insight into the social issues prevalent in
the region, influenced by local laws, regulations, and cultural norms. Next, analyzing at the sector level helps to identify sector-
specific social risksand opportunities. Finally, understanding these issues at the company level allows for a more detailed analysis of
how individual companies manage these social impacts.

Company and country levels, then the sector level (A): This approach might miss out on sector-specific social issues that are critical
for a comprehensive analysis.

Company and sector levels, then the country level (C): This approach overlooks the broader country-level social context, which can
significantly influence sector and company-level social impacts.

References:

CFA ESG Investing Principles

MSCI ESG Ratings Methodology (June 2022)

NEW QUESTION # 445

Nowadays in this information-based world the definition of the talents has changed a lot and the talents mean that the personnel
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