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CFA Institute Sustainable-Investing Exam Syllabus Topics:

Topic Details

Topic 1
Governance: This section assesses skills of Governance Analysts and Compliance Officers concerning
governance structures. It covers key characteristics and models of governance, material impacts, diversity,
equity, and inclusion considerations, and shareholder rights.
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Topic 2
The ESG Market: This domain targets Financial Analysts and Institutional Investors, examining the size,
scope, relevance, and key drivers of the ESG market. It also discusses risks and opportunities within the
ESG investment landscape, helping candidates understand market dynamics and trends.

Topic 3
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 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

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 6

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)
investing. It focuses on defining ESG investment, different responsible investment approaches, sustainability
concepts, benefits and challenges of ESG integration, and key global initiatives in ESG.
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CFA Institute Sustainable Investing Certificate (CFA-SIC) Exam Sample
Questions (Q524-Q529):
NEW QUESTION # 524 
The process of ESG portfolio optimization requires:

A. targeting sustainability-aligned themes as means to construct a portfolio
B. defining an upper and lower bound for a given ESG variable and applying it on an absolute or benchmark relative basis
C. applying a fixed decision on specific securities based on the ESG variable chosen

Answer: B

Explanation:
ESG portfolio optimization involves incorporating ESG factors into the portfolio construction process. This process typically requires
setting specific constraints or targets related to ESG variables to ensure the portfolio aligns with sustainability objectives.
Defining upper and lower bounds (C): This approach involves setting limits for specific ESG variables, such as carbon emissions or
governance scores, either in absolute terms or relative to a benchmark. These bounds help to optimize the portfolio by ensuring it
meets predefined ESG criteria while still aiming for financial performance.
Targeting sustainability-aligned themes (A): While targeting specific themes can be part of the strategy, it is not the core process of
optimization, which focuses on balancing ESG constraints with financial objectives.
Applying a fixed decision on specific securities (B): This approach is more rigid and does not offer the flexibility required for portfolio
optimization, which seeks to balance various factors and constraints.
References:
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CFA ESG Investing Principles
MSCI ESG Ratings Methodology (June 2022)

NEW QUESTION # 525 
A fund focused on avoiding the worst ESG performers relative to industry peers is most likely engaged in:

A. Both negative screening and norms-based screening
B. Norms-based screening only
C. Negative screening only

Answer: A

Explanation:
A fund that excludes the worst ESG performers relative to their peers is using both negative and norms-based screening.
Why C (both negative and norms-based) is correct:
Negative screening removes poor ESG performers outright.
Norms-based screening excludes companies that violate international ESG standards (e.g., UN Global Compact).
Why not A or B?
A (Negative screening only) is incomplete-norms-based screening also plays a role.
B (Norms-based only) is incorrect-some exclusions go beyond norms (e.g., fossil fuel bans).
References:
PRI: ESG Screening Strategies (2023)
UN PRI's Guide to Norms-Based Screening

NEW QUESTION # 526 
Best-in-class funds most likely:

A. score companies using a common set of ESG criteria and weightings across sectors
B. target a higher ESG rating than that of a corresponding index
C. include only companies that are considered responsible investments

Answer: B

Explanation:
Best-in-class funds most likely target a higher ESG rating than that of a corresponding index.
Best-in-Class Approach: This strategy involves selecting companies that have the highest ESG ratings within their sectors or
industries, compared to their peers. The goal is to outperform the average ESG performance of the corresponding index.
Higher ESG Standards: Best-in-class funds aim to include top performers in ESG criteria, thereby achieving a portfolio that scores
better on ESG metrics than the broader market index.
Selective Inclusion: These funds do not necessarily include only companies considered responsible investments (B) or use a common
set of ESG criteria across all sectors (C). Instead, they focus on relative performance within each sector to ensure high ESG
standards.
CFA ESG Investing Reference:
The CFA Institute's guidance on ESG investment strategies discusses the best-in-class approach as one that aims to surpass the
ESG performance of benchmark indices by selecting the top ESG performers within each sector.

NEW QUESTION # 527 
Which of the following is most likely a secondary source of ESG information?

A. Annual reports
B. Corporate sustainability reports
C. ESG rating reports

Answer: C

Explanation:
ESG (Environmental, Social, and Governance) information is critical for investors to evaluate the sustainability and ethical impact of
their investments. Different sources of ESG information vary in their primary and secondary nature based on how they are created



and disseminated. Understanding the distinctions among these sources helps investors make informed decisions.
1. Annual Reports: Annual reports are primary sources of ESG information. They are produced by the companies themselves and
provide a comprehensive overview of financial performance, strategic direction, and often include sections dedicated to ESG
initiatives and performance. These reports are considered primary because they originate directly from the reporting entity and
provide firsthand insights into a company's operations and ESG commitments.
2. ESG Rating Reports: ESG rating reports are considered secondary sources of ESG information. These reports are produced by
independent third-party agencies like MSCI, Sustainalytics, and others. ESG rating agencies analyze data from multiple sources,
including company disclosures, government databases, media reports, and other specialized datasets. They assess and rate
companies on their ESG performance, providing an independent evaluation that investors can use to compare companies across
sectors and regions. ESG rating reports consolidate and interpret primary data to provide a synthesized and often standardized view
of a company's ESG standing.
3. Corporate Sustainability Reports: Corporate sustainability reports, like annual reports, are primary sources of ESG information.
These reports are specifically focused on a company's sustainability practices, environmental impact, social responsibility initiatives,
and governance structures. They are published by the companies themselves and offer detailed insights into their sustainability
strategies and achievements.
Detailed Explanation:
Primary Source: A primary source is an original document or firsthand account that has not been interpreted by another party. In the
context of ESG information, primary sources include documents produced directly by the company, such as annual reports and
corporate sustainability reports. These documents provide raw data and insights directly from the source, making them essential for
understanding a company's self-reported ESG performance.
Secondary Source: A secondary source interprets and analyzes primary data to provide an additional layer of insight. ESG rating
reports are secondary sources because they take data from various primary sources, analyze it using specific methodologies, and
present an independent assessment of a company's ESG performance. These ratings help investors by offering an objective view that
can be compared across different companies and industries.
References from CFA ESG Investing:
ESG Ratings and Methodologies: The CFA Institute highlights the importance of ESG ratings as secondary sources of information
that help investors evaluate the relative ESG performance of companies. These ratings are based on comprehensive methodologies
that incorporate data from primary sources and apply consistent analytical frameworks (as detailed in the MSCI ESG Ratings
Methodology Executive Summary).
Use of ESG Information: The CFA curriculum emphasizes the use of both primary and secondary sources of ESG information for
thorough investment analysis. Primary sources provide direct insights from companies, while secondary sources like ESG rating
reports offer independent evaluations that can enhance the investment decision-making process by providing benchmarks and
comparisons.
In conclusion, ESG rating reports are most likely a secondary source of ESG information because they compile, analyze, and
interpret data from various primary sources to provide an independent assessment of a company's ESG performance.

NEW QUESTION # 528 
Stock exchanges can contribute to the growth of ESG market by:

A. considering ESG factors when voting on behalf of shareholders at companies' annual general meetings.
B. supporting companies to issue more ESG-oriented bonds.
C. increasing the disclosure requirements on ESG data by listed companies.

Answer: C

Explanation:
Stock exchanges can contribute to the growth of the ESG market by increasing the disclosure requirements on ESG data by listed
companies. Enhanced disclosure requirements ensure that investors have access to comprehensive and comparable ESG
information, which is critical for making informed investment decisions. This promotes transparency and encourages companies to
improve their ESG practices.
Top of Form
Bottom of Form
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Our Sustainable-Investing training materials are designed to help users consolidate what they have learned, will add to the instant of
many training, the user can test their learning effect in time after finished the part of the learning content, have a special set of wrong



topics in our Sustainable-Investing guide torrent, enable users to find their weak spot of knowledge in this function, iterate through
constant practice, finally reach a high success rate. As a result, our Sustainable-Investing study questions are designed to form a
complete set of the contents of practice can let users master knowledge to pass the Sustainable-Investing exam.
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