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William Ktsanes; Adjunct Professor, MSFA Program
Learning Objective 3-3 Ethics – Duties to Investors 

Program Goal 3 - Describe the standards of ethical behavior in financial markets and financial regulations and evaluate how these standards apply in specific situations.
· LO 3-3) Ethics - Duties to Investors
Specify and quantify investor objectives, constraints, and preferences and develop an appropriate investment policy statement. Develop strategies for managing portfolios of domestic and foreign debt and equity securities including the use of derivative securities to adjust risk exposure to meet the investor policy goals.

The chart below is a summary of student performance in meeting Learning Objective 3-3 Ethics – Duties to Investors in the MSFA 728 Ethics and Finance courses taught by William Ktsanes.  


	Learning Objective 3-3 Ethics – Duties to Investors

	Term
Course Number

	Total Number 
of Students 
in the Class
	Students with Unsatisfactory Performance Meeting Learning Objective 
	Students with Satisfactory Performance Meeting Learning Objective
	Students with Outstanding
Performance Meeting Learning Objective

	Summer 2018
MSFA 728.40
	40
	0
	85%
(34 students)  
	15%
(6 students) 

	Summer 2017
MSFA 728.42
	66
	0
	88%
(58 students)
	12%
(8 students) 

	Fall 2016
MSFA 728.42
	19
	0
	79%
(15 students)
	21%
(4 students) 

	Summer 2016
MSFA 728.32
	46
	0
	91%
(42 students)
	9%
(4 students)


 

In the final assignment for the course (described of the following page from the course syllabus), students examined the ethical as well as financial implications of a specific investment policy.  In a hypothetical exercise, students provided investment advice to the University of San Francisco as they grappled with whether to divest or not from fossil fuels.  

Successful students demonstrated an understanding of and adherence to the CFA Institutes’ Code of Ethics and Standard of Professional Conduct as they applied the financial and analytical tools acquired throughout their studies in the MSFA program.  The assignment required evaluating the objectives, constraints and preferences that impacted their investment recommendation.  Successful students demonstrated a clear understanding of the varoius perspectives and potential conflicting interests of different stakeholders as well as the impact of their investment advice upon University policy, portfolio diversification and financial returns.  
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Week 6 - Thursday, August 2

Required Readings:

1. Woodhouse, Kellie. “Conflicting Reports on Fossil Fuel Divestment Make Decisions More Difficult for
Universities* Inside Higher Ed. September 21, 2015.

2. University of San Francisco Foghorn assorted student newspaper articles.
3. Additional readings on divestment and socially responsible investing will be posted on Canvas.
Final Project:

In 2015 the University of California and Stanford University partially divested their investments from fossil fuels.
Harvard University, which has the largest endowment of any US universtty, rejected calls from many students and
faculty and did not divest. For your final project, you are to write a clear, concise, professionally-presented,
respectfully-worded, three-page letter in which you (1) argue either for or against the University of San Francisco
divesting from fossil fuels and (2) examine the ethical and financial implications of your position. In doing so,
‘adopt the perspective of a financial advisor providing investment advice to hisfer client (the University) while
strictly adnering to all of the CFA Institute’s Code of Ethics and Standards of Professional Conduct seven
standards:

Standard IV: Duties to Employers
Standard V- Investment Analysis, Recommendations, and Actions
Standard VI Conflcts of Interest

Standard VI

I: Responsibilities as a CFA Institute Member or CFA Candidate

For this assignment. you will need to do additional research beyond the "required readings” listed above.
Regardless of whether you are for” or “against” divestment, to give more credibility to your position you should
‘demonstrate an understanding of both sides of the issue and the different stakeholder interests. Make sure you
consider not only environmental ethical issues related to fossil fuels but also the potential impact of divestment
upon the policy, diversification and financial retumn objectives of the University’s portfolio.

Address your letter to: Mr. Charles Cross
Chief Financial Officer and
Vice President for Business and Finance
University of San Francisco
2130 Fulton Street
San Francisco, CA 94117

This assignment s to help you think about the complicated ethical and financial implications of socially
responsible investing and conflicting stakeholder interests. Your letter will not be sent to Mr. Cross.

Class Discussion Topics
1. Socially responsible investing ("SRI")
2. Environmental ethics
3. History and financial implications of divestment (e.g. South Africa, tobacco, fossil fuels)
4. CalPERS reconsideration of their decision to divest from tobacco
5. Revisited (Week 1): Milton Friedman’s “The Social Responsibility of Business s to Increase s Profits™
Case Studies/Group Presentations:

1. Group 10— USF Divestment from Fossil Fuels (Pro)
Group 11— USF Divestment from Fossil Fuels (Con)





