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CFA Institute Certificate in ESG Investing Sample Questions (Q404-Q409):
NEW QUESTION # 404 
According to the Sustainability Accounting Standards Board (SASB) materiality risk mapping, greenhouse gas emissions (GHG) are
most material for the

A. healthcare sector.
B. financial sector
C. infrastructure sector

Answer: C

Explanation:
* SASB Materiality Map:
* The SASB materiality map identifies which sustainability issues are likely to have a material impact on the financial performance of
companies in different sectors. For the infrastructure sector, GHG emissions are identified as a key material issue.
* SASB's framework emphasizes the financial relevance of GHG emissions for infrastructure companies due to their significant
environmental impact and the regulatory and operational risks associated with emissions.
* Environmental Impact:
* Infrastructure projects, such as transportation systems, energy facilities, and construction projects, have substantial GHG
emissions. Managing and mitigating these emissions is crucial for the sustainability and financial performance of companies in this
sector.
* The CFA Institute notes that the infrastructure sector's environmental footprint makes GHG emissions a critical focus area for ESG
integration and risk management.
* Regulatory and Market Pressure:
* There is increasing regulatory pressure on the infrastructure sector to reduce GHG emissions.
Compliance with environmental regulations and participation in carbon markets can have significant financial implications for
infrastructure companies.
* The SASB framework helps investors understand the material risks associated with GHG emissions and supports companies in
improving their environmental performance to meet regulatory and market expectations.
* Investor Focus:
* Investors are increasingly focused on the ESG performance of infrastructure companies, particularly regarding GHG emissions.
This focus is driven by the long-term risks and opportunities associated with climate change and the transition to a low-carbon
economy.
* The CFA Institute highlights that addressing GHG emissions in the infrastructure sector is essential for aligning investments with
sustainability goals and managing long-term risks.
References:
* Sustainability Accounting Standards Board (SASB) materiality risk mapping.
* CFA Institute, "Environmental, Social, and Governance Issues in Investing: A Guide for Investment Professionals."

NEW QUESTION # 405 
A difficulty of integrating ESG into sovereign debt analysis is most likely the:

A. shrinking pool of sovereign investment research available
B. smaller number of issuers compared to corporate debt or equities
C. low correlation among credit ratings compared to ESG ratings

Answer: B

Explanation:
Integrating ESG factors into sovereign debt analysis involves assessing the environmental, social, and governance characteristics of
countries issuing debt. This presents unique challenges compared to corporate debt or equities.
Step 2: Key Challenges
* Shrinking Pool of Sovereign Investment Research: While research availability may vary, it is not the primary difficulty.
* Low Correlation among Credit Ratings vs. ESG Ratings: This is a concern but not the most significant challenge.
* Smaller Number of Issuers: The sovereign debt market has fewer issuers compared to the corporate debt or equity markets,
which limits diversification and makes it harder to compare and assess ESG factors comprehensively.
Step 3: Verification with ESG Investing References
The smaller number of sovereign issuers compared to corporate debt or equities makes it challenging to integrate ESG factors due to
limited diversification opportunities and comparable data: "The sovereign debt market has a limited number of issuers, making it



difficult to apply the same level of ESG integration as seen in corporate debt and equity markets".
Conclusion: A difficulty of integrating ESG into sovereign debt analysis is the smaller number of issuers compared to corporate debt
or equities.

NEW QUESTION # 406 
Which of the following initiatives is most closely associated with the increased prevalence of antimicrobial resistance?

A. The Bangladesh Accord
B. Farm Animal Investment Risk and Return
C. Access to Medicine Index

Answer: B

Explanation:
Understanding Antimicrobial Resistance (AMR):
* AMR occurs when bacteria, viruses, and some parasites become resistant to treatments such as antibiotics, antivirals, and
antimalarials.
* This resistance makes standard treatments ineffective, leading to persistent infections, increased mortality, and easier spread of
diseases.
FAIRR Initiative:
* The Farm Animal Investment Risk and Return (FAIRR) initiative focuses on the risks and opportunities related to intensive
livestock production.
* FAIRR particularly addresses the increased prevalence of antimicrobial resistance due to poor antibiotic stewardship in intensive
farming practices.
Role of FAIRR:
* FAIRR engages with companies to improve their antibiotic usage practices, aiming to reduce the spread of AMR.
* This initiative emphasizes the ethical implications of animal welfare and the significant health risks posed to humans by AMR.
Comparison with Other Initiatives:
* The Bangladesh Accord focuses on improving safety standards in the Bangladeshi garment industry.
* The Access to Medicine Index assesses how pharmaceutical companies are making medicine more accessible in low- and middle-
income countries.
* Only FAIRR is directly associated with addressing antimicrobial resistance through better management of antibiotic use in farming.
References:
* FAIRR's focus on AMR is detailed in the 2021 final book on ESG and sustainable investing.

NEW QUESTION # 407 
The consulting firm McKinsey & Company includes transparency as part of which of the following dimensions of an asset manager's
investment approach?

A. Resources and organization
B. Tools and processes
C. Public reporting

Answer: B

Explanation:
McKinsey & Company emphasizes transparency as part of an asset manager's tools and processes. Effective tools and processes
help ensure that ESG data is accurately collected, analyzed, and reported, making the decision-making process clear and
accountable.
ESG Reference: Chapter 7, Page 325 - ESG Analysis, Valuation & Integration in the ESG textbook.

NEW QUESTION # 408 
By 2030, the European Strategy for Plastics in a Circular Economy will require:

A. Member countries to impose taxes on plastic packaging
B. A voluntary agreement to ban plastic packaging
C. All plastic packaging to be reusable or recyclable



Answer: C

Explanation:
By 2030, the European Strategy for Plastics in a Circular Economy aims to ensure that all plastic packaging is reusable or
recyclable. This initiative is part of the EU's broader efforts to reduce plastic waste and promote sustainable materials
management.ESG Reference: Chapter 3, Page 176 - Environmental Factors in the ESG textbook.

NEW QUESTION # 409
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