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What is ESG? 
An approach to investing that takes Environmental, Social and Governance (ESG) 
factors into account when measuring the overall sustainability of an investment.

What ESG factors are considered?

EEnvironment
 • Climate impact
 • Greenhouse gas emissions
 • Air and water pollution
 • Biodiversity SSocial

 • Human rights
 • Local community impact
 • Employment Practices
 • Anti-corruption GGovernance

 • Alignment of interests
 • Executive compensation
 • Board independence and composition
 • Shareholder rights

Why Now? 
 • Many investors are growing increasingly 

conscious of the investments in their portfolio

 • The desire to be sustainably and responsibly 
invested doesn’t have to be at odds with seeking 
positive returns in your investment portfolio

Growing Awareness and  
Demand for ESG Investing
As investors grow their wealth, they are placing increased importance 
on ESG investing. Corporations are noticing and adopting socially 
responsible practices in response.
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Does ESG investing sacrifice performance?
Having a sustainable and responsible investment approach does not have to come at the expense of positive 
returns. When comparing the MSCI World Index to the MSCI World ESG Universal index over the last 10 years, it is 
evident that ESG performance was not sacrificed. In fact, the MSCI World ESG Universal Net Return USD index 
slightly outperformed the MSCI World Net Total Return USD Index1.

1 Source: TD Asset Management, Bloomberg Finance L.P., data as of December 31, 2021. Bloomberg and Bloomberg.com are trademarks and service marks of Bloomberg 
Finance L.P., a Delaware limited partnership, or its subsidiaries. All rights reserved.
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TD is listed on the Dow 
Jones Sustainability 
World Index for the 8th 
consecutive year and 
ranked as the top North 
American-based bank 
on this index2.

2 Source: TD Bank Group — http://td.mediaroom.com/2022-02-10-TD-recognized-as-the-top-ranked-North-American-Bank-in-the-2022-S-P-Global-Sustainability-Yearbook

Our contributions to the sustainability dialogue
Regulatory Bodies
We have advocated for securities 
filings to include the requirement  
to disclose key ESG facts in  
plain language

Stock Exchanges
We have helped the Toronto 
Stock Exchange (TSX) design and 
execute environmental and social 
disclosure workshops for  
TSX-listed companies

Global Relationships
TD Asset Management Inc. (TDAM) was one of  
20 institutional investors across the globe to take part in a 
pilot project conducted by the United Nations Environment 
Program Finance Initiative, with the goal of assessing how 
climate change could impact investor portfolios
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Sustainability is a 
long-term investment
At TDAM, sustainability is a long-term investment. This firm-
wide approach helps our investment teams tackle ESG integration 
and adopt processes for their mandates. Additionally, we have 
a dedicated ESG Team, comprised of diverse and seasoned 
professionals who oversee our ESG strategy and efforts.

ESG improvement is fundamentally aligned with our overall 
philosophy here at TDAM of seeking investments in sustainable 
long-term assets through a risk-managed process.
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Did you know? 

TDAM is a:
Founding Participant in Climate Engagement Canada (CEC), which 
aims to drive dialogue between the financial community and Canadian 
corporations to promote a just transition to a NetZero economy.

Supporter of the Taskforce on Climate Related Financial Disclosures (TCFD).  
As supporters of the TCFD recommendations and end-users of TCFD reporting 
TDAM will be better equipped to evaluate and manage climate related risks and 
opportunities in our portfolios and potentially add more value for investors.

Carbon Disclosure Project (CDP) signatory for CDP Climate 
Change, Forests, and Water. CDP envisions a thriving economy 
that benefits our people and planet in the long-term.
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How ESG factors are integrated into our 
investment process
We proactively evolve as ESG data matures, materiality comes into focus, and regulatory frameworks expand market 
awareness. Under this approach, financially material ESG factors are reviewed alongside traditional investment criteria. 
Implications arise if an ESG matter changes the intended risk or return profile of an investment.

The TDAM Sustainable Investing Approach > details ESG integration across investment teams, including:

Fixed Income
 • ESG credit review and 

exposure scores

 • Issuer engagement

 • ESG Credit Committee

Fundamental Equities
 • Systematic reviews of issuer ESG risks

 • Thematic ESG research

 • Active ownership

Alternative Assets
 • Environmental impact 

 • Health and welfare 

 • Integrity and accountability

Quantitative Equities
 • Quantitative ESG signals

 • ESG data dialogue

 • Proxy voting
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Helping you invest for a better tomorrow
TDAM offers a full shelf of ESG solutions for investors looking to further emphasize socially 
responsible investing in their portfolios. These solutions can be broken down into two options: 
active ESG mutual funds and indexed ESG ETFs.  

Active ESG Mutual Funds
These mutual funds are actively managed and seek to use ESG indicators as the basis of 
their investment strategy. The goal is to outperform the underlying benchmark.

TD North American Sustainability Equity Fund >

TD North American Sustainability Balanced Fund >

Index ESG ETFs
These ETFs are passively managed by tracking a 
Morningstar ESG Index. The goal of these ETFs is to seek 
market-like returns leveraging best-in-class ESG ratings, 
and by investing in companies that exhibit lower ESG Risk 
Ratings.

TD Morningstar ESG Canada Equity Index ETF >

TD Morningstar ESG U.S. Equity Index ETF >

TD Morningstar ESG International Equity Index ETF >

TD Morningstar ESG Canada Corporate Bond Index ETF >

TD Morningstar ESG U.S. Corporate Bond Index ETF >

The lower the 
ESG Risk Rating, 
the better. The 
hypothesis is that 
the more ESG 
risks a company 
may have, the 
more likely that 
a negative return 
event is possible.

Lower is Better
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https://www.td.com/ca/en/asset-management/funds/solutions/mutual-funds/FundCard/TD North American Sustainability Equity Fund - F/?fundId=7163
https://www.td.com/ca/en/asset-management/funds/solutions/mutual-funds/FundCard/TD North American Sustainability Balanced Fund - F/?fundId=7156
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG Canada Equity Index ETF/?fundId=7188
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG U.S. Equity Index ETF?fundId=7190
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG International Equity Index ETF /?fundId=7189
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG Canada Corporate Bond Index ETF/?fundId=7203
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG U.S. Corporate Bond Index ETF?fundId=7204


ESG focused products
null ESG Equity ETFs Corporate Bond ETFs Sustainability Funds

Investment Style ESG Index ESG Index Active

Options  • TD Morningstar ESG Canada Equity 
Index ETF — TMEC >

 • TD Morningstar ESG U.S. Equity 
Index ETF — TMEU >

 • TD Morningstar ESG International 
Equity Index ETF — TMEI >

 • TD Morningstar ESG Canada 
Corporate Bond Index  
ETF — TMCC >

 • TD Morningstar ESG U.S. 
Corporate Bond Index  
ETF — TMUC >

 • TD North American Sustainability  
Equity Fund >

 • TD North American Sustainability  
Balanced Fund >

Screening • Remove all securities that, on a 5-point scale, have controversy scores rated 4 or 5, as per Sustainalytics3, a Morningstar company that specializes in assessing 
and rating ESG risk in companies
• Remove all securities that have an ESG Risk Rating score rated "Severe"

• Remove all securities that, on a 5-point scale, have controversy scores rated 4 or 5, as per Sustainalytics3, a Morningstar company that specializes in 
assessing and rating ESG risk in companies
• Remove all securities that have an ESG Risk Rating score rated "Severe" Use the TDAM proprietary Sustainable 

Development Goal (SDG) mapping tool to identify 
sustainable leaders in each industry that are 
directly supporting one of more of UN SDGs 
through their business activities.

Negative 
Screening/ 
Exclusions

 • Controversial weapons

 • Tobacco if represented by more than 
50% of revenue

 • Gambling if represented by more 
than 50% of revenue

 • Controversial weapons

 • Involvement in small arms

 • Tobacco if represented by more 
than 50% of revenue

As a result of screen above, the following 
companies are typically removed:

 • Traditional Energy/Fossil Fuels

 • Weapons

 • Gambling

Inclusions After exclusions, choose top 67% of 
companies in each sector by lowest 
ESG risk rating.

After exclusions, choose top 50% of 
companies in each sector by lowest 
ESG risk rating.

The Portfolio Manager will target a portfolio 
that has higher aggregate ESG scores than the 
comparable benchmark.

ESG Drivers Sustainalytics ESG Risk Ratings Sustainalytics ESG Risk Ratings UN Sustainable Development Goals

Goal To seek market-like return while focusing on ESG risk metrics and providing one of the lowest cost ESG solutions in Canada. To seek market-like return while focusing on ESG risk metrics and providing one of the lowest cost ESG solutions in Canada. To outperform the benchmark by using 
proprietary fundamental research to select 
high-quality businesses committed to making a 
positive impact in the world.

 • Remove all securities that, on a 5-point scale, have controversy scores rated 
4 or 5, as per Sustainalytics3, a Morningstar company that specializes in 
assessing and rating ESG risk in companies

 • Remove all securities that have an ESG Risk Rating score rated "Severe"

3 Sustainalytics’ company-level ESG ratings are integrated into Morningstar ESG indexes. For more information, visit www.sustainalytics.com. Index returns are shown for 
comparative purposes only. Indexes are unmanaged and their returns include reinvestment of dividends, if applicable, but do not include any sales charges or fees as such 
costs would lower performance. It is not possible to invest directly in an index.

Sustainalytics ESG Risk Ratings

To seek market-like return while focusing on ESG risk metrics and providing 
one of the lowest cost ESG solutions in Canada.

https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG Canada Equity Index ETF/?fundId=7188
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG Canada Equity Index ETF/?fundId=7188
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG U.S. Equity Index ETF?fundId=7190
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG U.S. Equity Index ETF?fundId=7190
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG International Equity Index ETF /?fundId=7189
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG International Equity Index ETF /?fundId=7189
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG Canada Corporate Bond Index ETF/?fundId=7203
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG Canada Corporate Bond Index ETF/?fundId=7203
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG Canada Corporate Bond Index ETF/?fundId=7203
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG U.S. Corporate Bond Index ETF?fundId=7204
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG U.S. Corporate Bond Index ETF?fundId=7204
https://www.td.com/ca/en/asset-management/funds/solutions/etfs/FundCard/TD Morningstar ESG U.S. Corporate Bond Index ETF?fundId=7204
https://www.td.com/ca/en/asset-management/funds/solutions/mutual-funds/FundCard/TD North American Sustainability Equity Fund - F/?fundId=7163
https://www.td.com/ca/en/asset-management/funds/solutions/mutual-funds/FundCard/TD North American Sustainability Equity Fund - F/?fundId=7163
https://www.td.com/ca/en/asset-management/funds/solutions/mutual-funds/FundCard/TD North American Sustainability Balanced Fund - F/?fundId=7156
https://www.td.com/ca/en/asset-management/funds/solutions/mutual-funds/FundCard/TD North American Sustainability Balanced Fund - F/?fundId=7156


TD ESG Mutual Funds
null TD North American Sustainability Balanced Fund TD North American Sustainability Equity Fund

Listing Date: September 15, 2020 September 15, 2020

Management Fee (F-Series): 0.75% 0.75%

Risk Classification: Low to Medium Medium

Distributions (F-Series): Monthly Annual

100% Currency Hedged: No* No*

Morningstar Category (Canadian Fund) Global Neutral Balanced North American Equity

* Active currency hedging is employed as deemed appropriate by the Portfolio Manager.

Mutual 
FundsPage 10 



TD Morningstar ESG ETFs

null TMEC TMEU TMEI TMCC TMUC

null TD Morningstar  
ESG Canada  

Equity Index ETF

TD Morningstar  
ESG U.S. Equity  

Index ETF

TD Morningstar  
ESG  International 
Equity Index ETF

TD Morningstar ESG 
Canada Corporate 

Bond Index ETF

TD Morningstar ESG 
U.S. Corporate Bond 

Index ETF

Listing Date: December 1, 2020 December 1, 2020 December 1, 2020 November 30, 2021 November 30, 2021

Management 
Fee: 0.10% 0.15% 0.20% 0.15% 0.20%

Risk 
Classification: Medium Medium Medium Low Low to Medium

Distributions: Quarterly Quarterly Quarterly Quarterly Quarterly

Currency 
Hedging: No No No No Yes

Morningstar 
Category 
(Canadian Fund)

Canadian  
Equity

U.S.  
Equity

International  
Equity

Canadian Corporate 
Fixed Income

Global Corporate  
Fixed Income

ETFs

TMEC TMEU TMEI TMCC TMUC

Equity Fixed Income
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How to create an ESG index?
Creating an index that truly reflects ESG qualities that investors are looking for requires collaboration with industry experts. 
Below you'll see how TDAM, Morningstar, and Sustainalytics have come together to create a unique ESG ETF offering that 
will help you invest for a better tomorrow.

1

Morningstar ESG Screens
Morningstar ESG screens are applied to a universe of stocks. 
During this stage, Morningstar eliminates any company that 
is prone to controversy. A controversy score is developed and 
updated by Morningstar and Sustainalytics and can be a 
measure of potential risk to the stock's value.

About Morningstar: Morningstar's ratings systems, 
intelligence and research deliver the insights needed to 
make bold yet prudent sustainable investing decisions. 
Morningstar acts as the index constructer.

2

Negative ESG Screens
Morningstar will eliminate any companies that are in 
controversial sectors such as tobacco, weapons and 
gambling.

For example, a company that has any involvement in 
the production of controversial weapons, essential or 
nonessential, would be removed from the index.

3

Positive ESG Screens
Morningstar will utilize the expertise of Sustainalytics, who is known 
as an industry leader for its ESG ratings. Sustainalytics produces an 
ESG Risk Rating for each company remaining after Steps 1 and 2. 
Morningstar will then include the top 67% of those companies in the 
index for equity ETFs, and 50% for Fixed Income ETFs.

About Sustainalytics3: Sustainalytics, a Morningstar  
Company, is a global leader in ESG research, ratings and data. For 
more than 25 years, the firm has been at the forefront of developing 
high-quality, innovative solutions to meet the evolving needs of 
global investors. Sustainalytics acts as the ESG ratings provider.

3 Sustainalytics’ company-level ESG ratings are integrated into Morningstar ESG indexes. For more information, visit www.sustainalytics.com. Index returns are shown for comparative purposes only. Indexes are unmanaged and their returns include reinvestment of dividends, if applicable, but do not include any sales charges or fees as such costs would lower performance. It is not possible to invest directly in an index

4

The Final Product
TDAM will leverage the expertise of their Passive 
Equity Indexing Team, who will seek to track the 
performance of each index, by investing in the 
companies included in each of the respective 
indexes.

About TD Asset Management Inc. (TDAM): TDAM is 
one of Canada's largest asset managers, trusted with 
managing over $453 billion in assets (as of December 
31, 2021). TDAM acts as the ETF issuer.
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For more information, please contact your investment 
professional or visit the TDAM Sustainable Investing > page.

Connect with TD Asset Management

1 Source: TD Asset Management, Bloomberg Finance L.P., data as of December 31, 2021. Bloomberg and Bloomberg.com are trademarks and service marks of Bloomberg Finance L.P., a Delaware 
limited partnership, or its subsidiaries. All rights reserved. 2 Source: TD Bank Group - http://td.mediaroom.com/2022-02-10-TD-recognized-as-the-top-ranked-North-American-Bank-in-the-2022-S-
P-Global-Sustainability-Yearbook. 3 Sustainalytics’ company-level ESG ratings are integrated into Morningstar ESG indexes. For more information, visit www.sustainalytics.com. Index returns are 
shown for comparative purposes only. Indexes are unmanaged and their returns include reinvestment of dividends, if applicable, but do not include any sales charges or fees as such costs would 
lower performance. It is not possible to invest directly in an index. The information contained herein has been provided by TD Asset Management Inc. and is for information purposes only. The 
information has been drawn from sources believed to be reliable. The information does not provide financial, legal, tax or investment advice. Particular investment, tax, or trading strategies should 
be evaluated relative to each individual's objectives and risk tolerance. Commissions, management fees and expenses all may be associated with mutual fund and/or exchange-traded fund ("ETF") 
investments (collectively, "the Funds"). Trailing commissions may be associated with mutual fund investments. ETF units are bought and sold at market price on a stock exchange and brokerage 
commissions will reduce returns. Please read the fund facts or summary documents and the prospectus, which contain detailed investment information, before investing in the Funds. The Funds 
are not covered by the Canada Deposit Insurance Corporation or by any other government deposit insurer and are not guaranteed or insured. Their values change frequently. There can be no 
assurances that a money market fund will be able to maintain its net asset value per unit at a constant amount or that the full amount of your investment will be returned to you. Past performance may 
not be repeated. TD Mutual Funds and the TD Managed Assets Program portfolios are managed by TD Asset Management Inc., a wholly-owned subsidiary of The Toronto-Dominion Bank and are 
available through authorized dealers. TD ETFs are managed by TD Asset Management Inc., a wholly-owned subsidiary of The Toronto- Dominion Bank. TD Morningstar ESG Canada Equity Index 
ETF ("TD ETF") is not sponsored, endorsed, sold or promoted by Morningstar, and Morningstar makes no representation regarding the advisability of investing in this TD ETF. Morningstar® Developed 
Markets ex-North America Sustainability Extended IndexSM is a service mark of Morningstar and has been licensed for use for certain purposes by TDAM. TD Morningstar ESG International Equity 
Index ETF ("TD ETF") is not sponsored, endorsed, sold or promoted by Morningstar, and Morningstar makes no representation regarding the advisability of investing in this TD ETF. Morningstar® 
US Sustainability Extended IndexSM is a service mark of Morningstar and has been licensed for use for certain purposes by TDAM. TD Morningstar ESG U.S. Equity Index ETF ("TD ETF") is not 
sponsored, endorsed, sold or promoted by Morningstar, and Morningstar makes no representation regarding the advisability of investing in this TD ETF. The Morningstar® Canada Corporate Bond 
Sustainability IndexTM and the Morningstar® US Corporate Bond Sustainability IndexTM are service marks of Morningstar, Inc. and have been licensed for use for certain purposes by TD Asset 
Management Inc. The TD Morningstar ESG Canada Corporate Bond Index ETF is not sponsored, endorsed, sold or promoted by Morningstar, and Morningstar makes no representation regarding 
the advisability of investing in the TD ESG ETFs. The Morningstar® Canada Corporate Bond Sustainability IndexTM and the Morningstar® US Corporate Bond Sustainability IndexTM are service marks 
of Morningstar, Inc. and have been licensed for use for certain purposes by TD Asset Management Inc. TD Morningstar ESG U.S Corporate Bond Index ETF is not sponsored, endorsed, sold or 
promoted by Morningstar, and Morningstar makes no representation regarding the advisability of investing in the TD ESG ETFs. Morningstar® Canada Sustainability Extended IndexSM is a service mark 
of Morningstar and has been licensed for use for certain purposes by TDAM. TD Asset Management operates through TD Asset Management Inc. in Canada and through Epoch Investment Partners, 
Inc. in the United States. Both are wholly-owned subsidiaries of The Toronto-Dominion Bank. ® The TD logo and other TD trademarks are the property of The Toronto-Dominion Bank or its subsidiaries.
(0422)

https://www.td.com/ca/en/asset-management/resources/sustainable-investing/
https://www.td.com/ca/en/asset-management/
https://www.linkedin.com/showcase/tdassetmanagement/
https://www.twitter.com/TDAM_Canada



