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STORM BOND FUND 

Glossary of Terms 
 

This glossary explains the key terms and abbreviations used in Storm Bond Fund's monthly reports and investor 
communications. It is intended to help investors better understand the language used in our factsheets. Terms marked with ★ 
have been added or expanded in this version. 

This document is for informational purposes only and does not constitute investment advice. Please refer to the fund's prospectus and PRIIP 
Key Information Document for complete and legally binding information. 

Term Definition 

1L / First Lien ★ A first-priority security interest over specified assets of an issuer. In the event of default, 
first lien (1L) creditors have the highest claim on the pledged collateral before any other 
debt holders. Storm may invest in first lien bonds where the security package offers strong 
downside protection. 

Article 8 (SFDR) ★ A classification under the EU Sustainable Finance Disclosure Regulation (SFDR) indicating 
that a fund promotes environmental and/or social characteristics as part of its investment 
process. Article 8 funds are not required to have sustainable investment as their primary 
objective. Storm Bond Fund is classified as an Article 8 fund, meaning it integrates ESG 
factors into its investment screening and monitoring, but does not target a minimum 
allocation to sustainable investments. 

Basis Points (bps) A unit of measurement equal to one hundredth of a percentage point (0.01%). Commonly 
used to express changes in interest rates, credit spreads, and bond yields. For example, a 
spread widening of 25bps from 300bps to 325bps represents a 0.25 percentage point 
increase. 

BB / BBB Credit Quality 
★ 

Credit rating categories used by major rating agencies (S&P, Moody's, Fitch) to indicate the 
creditworthiness of bond issuers. BBB (or Baa) is the lowest investment grade rating, while 
BB (or Ba) is the highest sub-investment grade (high yield) rating. Storm Bond Fund targets 
a weighted-average credit quality consistent with BB/BBB, reflecting a portfolio positioned 
between high yield and investment grade risk. 

Benchmark ★ A reference index used to evaluate the performance or positioning of a fund. Storm Bond 
Fund is actively managed and is not managed in reference to a benchmark index. The 
indices shown in performance comparisons (e.g. DNB HY Index) are included solely for 
context and do not represent a management target. 

Bottom-Up Analysis A company-specific investment research approach focused on the fundamentals of 
individual bond issuers. Storm combines bottom-up analysis with a top-down market view. 

Carry / Coupon Carry The income earned from holding a bond, primarily through coupon payments. Positive carry 
contributes to fund returns even when spreads are stable. A key component of Storm Bond 
Fund's return profile. 

Cash Buffer The uninvested cash portion of the portfolio, typically maintained at 5–10% of NAV. 
Enables Storm to manage short-term market volatility and deploy capital into attractive 
opportunities as they arise. 

Collateral Coverage The ratio of an issuer's pledged assets to its outstanding debt obligations. High collateral 
coverage provides additional security for bondholders in the event of default or 
restructuring. 

Contribution Analysis A breakdown of individual holdings' contributions to the fund's total return over a given 
period, typically presented as the top 5 and bottom 5 contributors. 

Coupon The periodic interest payment made by a bond issuer to bondholders, expressed as a 
percentage of the bond's face value. Storm Bond Fund tracks both fixed and floating rate 
coupons across the portfolio. 

Credit Duration A measure of a bond portfolio's price sensitivity to changes in credit spreads, expressed in 
years. A portfolio with a credit duration of 1 year will lose approximately 1% in value for 
every 100bps widening in spreads (and gain the same for spread tightening). Distinct from 
modified duration, which measures interest rate sensitivity. Storm Bond Fund maintains a 
short credit duration of approximately 2.2 years, limiting exposure to spread widening 
events. 

Credit Metrics Quantitative financial ratios used to assess an issuer's creditworthiness. Key metrics used 
by Storm include leverage (NIBD/EBITDA), interest coverage ratio (ICR), and debt maturity 
profile. 
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Term Definition 

Credit Research Detailed analysis of an issuer's financial statements, business model, competitive position, 
and debt structure to assess the risk and attractiveness of a bond investment. 

Credit Spread The yield premium above a risk-free benchmark rate that investors require to hold a credit 
instrument, compensating for default risk. Reported in basis points. Storm monitors Nordic, 
European, and US high yield spreads. 

DNB High Yield Index 
(DNBHYH) 

Bloomberg index tracking the Nordic high yield bond market. Used as the primary reference 
for Nordic HY spread development in Storm's monthly reports. 

ESG (Environmental, 
Social, Governance) 

Non-financial factors integrated into Storm's investment process as part of its Article 8 
SFDR classification. ESG considerations are applied in the screening and monitoring of 
portfolio holdings. 

FCF (Free Cash Flow) ★ The cash a company generates from operations after deducting capital expenditure. FCF is 
a key indicator of a bond issuer's ability to service debt, fund growth, and support 
deleveraging. Storm uses FCF generation as a core credit metric when assessing issuer 
quality. 

FLNG (Floating 
Liquefied Natural Gas) 
★ 

A vessel or offshore facility used to liquefy natural gas at sea. FLNG assets generate long-
term contracted revenues and are referenced in Storm's portfolio descriptions in the context 
of issuers such as Golar LNG. 

Floating Rate / Floating 
vs. Fixed 

Bonds with floating rates pay interest that adjusts periodically based on a reference rate 
(e.g., NIBOR + margin), while fixed-rate bonds pay a set coupon. Storm Bond Fund tracks 
the split between floating and fixed-rate bonds in the portfolio. 

FRN (Floating Rate 
Note) ★ 

A bond with a variable interest rate that resets periodically based on a reference 
benchmark rate such as NIBOR. FRNs provide natural protection against rising interest 
rates, making them a common instrument in the Nordic high yield market. 

Fund Domicile The legal jurisdiction where a fund is registered. Storm Bond Fund (Storm Fund II) is 
domiciled in Luxembourg and registered for distribution across multiple European 
countries. 

GAV (Gross Asset 
Value) ★ 

The total market value of all assets held by a company or investment entity before 
deducting liabilities. GAV is used by Storm to assess the asset backing of holding 
companies and conglomerates within the portfolio, providing a reference point for loan-to-
value calculations. 

High Water Mark ★ A mechanism used in performance fee calculations that ensures the fund manager only 
charges a performance fee on net new gains. If a fund declines in value, the manager must 
first recover those losses before earning a performance fee again. Storm Bond Fund 
charges a 10% performance fee subject to a high water mark, protecting investors from 
paying fees on the same gains more than once. 

High Yield (HY) Bonds issued by companies with credit ratings below investment grade (typically below 
BBB-/Baa3), offering higher coupons to compensate for elevated credit risk. Storm Bond 
Fund focuses on Nordic high yield corporate bonds. 

Hybrid Bond A subordinated bond with equity-like characteristics, sitting lower in the capital structure 
than senior debt. Storm may invest in hybrid instruments and may rotate between hybrids 
and senior bonds depending on relative value. 

Interest Coverage Ratio 
(ICR) 

A financial ratio measuring a company's ability to meet its interest payments from operating 
earnings. Calculated as EBITDA divided by total interest expense. An ICR of 3.0x means 
the company earns three times its annual interest costs – the higher the ratio, the stronger 
the debt-servicing capacity. Storm reports the portfolio's weighted-average ICR alongside 
LTM NIBD/EBITDA leverage in its monthly charts as a paired measure of balance sheet 
health. 

Investment Grade Bonds rated BBB-/Baa3 or above by major rating agencies, indicating lower credit risk. 
Storm Bond Fund targets a weighted-average credit quality consistent with BB/BBB, 
blending high yield and investment grade credits. 

ISIN (International 
Securities Identification 
Number) 

A unique 12-character alphanumeric code identifying a specific security. Storm Bond Fund 
share classes are identified by their respective ISINs (e.g., LU0840158496 for the 
Institutional IC NOK class). 

Leverage (LTM 
NIBD/EBITDA) 

A measure of financial indebtedness calculated as Net Interest-Bearing Debt (NIBD) 
divided by Earnings Before Interest, Taxes, Depreciation, and Amortisation (EBITDA). The 
LTM prefix stands for Last Twelve Months, meaning the EBITDA figure used covers the 
most recent rolling 12-month period rather than a forecast or historical annual figure. A 
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Term Definition 

lower ratio indicates a less indebted balance sheet. Storm reports portfolio-weighted LTM 
NIBD/EBITDA alongside the Interest Coverage Ratio in its monthly leverage chart. 

Liquidity The ease with which a bond can be bought or sold in the market without significantly 
affecting its price. Storm maintains a cash buffer and focuses on liquid Nordic credits to 
ensure the fund can meet redemption requests. 

LTM (Last Twelve 
Months) 

A rolling 12-month lookback period used when calculating financial metrics such as 
NIBD/EBITDA and interest coverage ratios. Using LTM figures rather than a prior full-year 
ensures the most recent four quarters of performance are captured, reflecting any recent 
improvements or deterioration in an issuer’s credit quality. Storm reports portfolio-weighted 
LTM NIBD/EBITDA in its monthly leverage chart. 

LTV (Loan-to-Value) ★ A financial ratio expressing an issuer's debt as a percentage of the value of its underlying 
assets. A lower LTV indicates greater asset coverage relative to debt and therefore 
stronger downside protection for bondholders. Storm uses LTV as a core metric when 
assessing the security and recovery prospects of bond investments. 

Make-Whole Provision 
★ 

A bond clause requiring the issuer to compensate bondholders with a premium if the bond 
is called (redeemed early) before its scheduled maturity. The make-whole amount is 
typically calculated by discounting remaining cash flows at a reference rate plus a spread, 
ensuring investors are not financially disadvantaged by early redemption. 

Marketing 
Communication ★ 

A document or material prepared for the purpose of promoting an investment fund to 
potential or existing investors. Marketing communications are subject to regulatory 
requirements (including ESMA Guidelines on marketing communications under the Cross-
Border Distribution Regulation) and must be fair, clear, and not misleading. This monthly 
report is classified as a marketing communication. 

Maturity / Credit Tenor The remaining time until a bond's principal is due to be repaid. Storm Bond Fund reports 
both the maturity profile of individual holdings and the overall portfolio duration. 

Modified Duration A measure of a bond portfolio's price sensitivity to changes in risk-free interest rates (e.g. 
government bond yields), expressed in years. A modified duration of 1.0 year means the 
portfolio's value will change by approximately 1% for every 1 percentage point (100bps) 
move in interest rates. Distinct from credit duration, which measures sensitivity to credit 
spread changes. Storm Bond Fund maintains a low modified duration of approximately 0.9 
years, reflecting its predominantly floating-rate Nordic HY portfolio. 

Monthly Return / Net 
Monthly Return 

The percentage change in the fund's NAV over a calendar month, net of all fees and 
expenses. Reported per share class in Storm's monthly factsheets. 

NAV (Net Asset Value) The per-unit value of the fund, calculated as total assets minus liabilities divided by the 
number of units outstanding. Reported daily and used as the basis for subscriptions and 
redemptions. 

New Issue / Primary 
Market Activity 

Bonds sold for the first time in the primary market. Storm participates selectively in new 
Nordic HY issuances and tap issues. Monthly new issue volumes are monitored as an 
indicator of market health. 

NIBOR (Norwegian 
Interbank Offered Rate) 

The reference interest rate for Norwegian krone (NOK) interbank lending. Used as the 
floating rate base for many Nordic high yield bonds. 

NOK Yield The expected annualised return on the portfolio expressed in Norwegian Krone terms, 
incorporating coupon income and any spread movements. The yield is not guaranteed and 
may change over time as market conditions and portfolio composition evolve. 

Nordic High Yield 
Market 

The market for sub-investment grade corporate bonds issued by Nordic companies 
(Norwegian, Swedish, Danish, and Finnish issuers). Storm Bond Fund focuses primarily on 
this market, which is characterised by strong covenants and asset-backed structures. 

NPV10 ★ Net Present Value discounted at a 10% rate, commonly used in the oil and gas industry to 
estimate the value of proved reserves. NPV10 provides bondholders with a reference point 
for the underlying asset value supporting a producer's debt obligations. 

Pari-Passu ★ A Latin term meaning 'on equal footing'. In bond documentation, pari-passu means that two 
or more classes of debt rank equally in priority of repayment. If a bond ranks pari-passu 
with senior bank debt, bondholders share the same priority claim on assets in a default 
scenario. 

Performance Fee An additional fee charged to investors when the fund outperforms a defined benchmark or 
hurdle rate. Storm Bond Fund charges a 10% performance fee above a high water mark. 

Portfolio Diversification The distribution of investments across multiple issuers, sectors, and geographies to reduce 
concentration risk. Storm targets a sector-diversified portfolio of resilient Nordic credits. 
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Term Definition 

PRIIP (Packaged Retail 
and Insurance-based 
Investment Products) ★ 

A category of financial products covered by EU Regulation (EU) No 1286/2014, designed to 
improve retail investor protection through standardised pre-contractual disclosure. Funds 
distributed to retail investors in the EU are required to produce a Key Information Document 
(KID) under the PRIIPs Regulation. The Storm Bond Fund PRIIP KID is available at 
stormcapital.no and contains standardised information on costs, risks, and performance 
scenarios. 

Ratings / Credit 
Ratings 

An assessment of the creditworthiness of a bond issuer or instrument, assigned by 
independent rating agencies such as S&P Global, Moody’s, and Fitch. Ratings are 
expressed on a scale running from AAA (highest quality, lowest risk) down through AA, A, 
BBB (the lowest investment grade tier), then BB, B, CCC, CC, C and D (default). Bonds 
rated BBB-/Baa3 or above are classified as investment grade; those rated BB+/Ba1 or 
below are classified as high yield (or sub-investment grade). Storm Bond Fund targets a 
portfolio weighted-average rating consistent with BB/BBB, reflecting a blend of high yield 
and investment grade credit risk. 

Redemption Fee A fee charged upon withdrawal of capital from the fund, designed to protect remaining 
investors from transaction costs. Storm Bond Fund charges a 0.25% redemption fee on all 
redemptions in favour of the Fund. 

Risk/Reward Profile The balance between the expected return and the level of risk assumed by the portfolio. 
Storm assesses this through metrics such as yield, credit quality, duration, and spread 
levels. 

Secondary Market Where previously issued bonds are traded between investors. Storm actively manages its 
portfolio through secondary market transactions, rotating between bonds to optimise 
risk/reward. 

Sector Allocation The distribution of portfolio investments across industry sectors such as shipping, real 
estate, energy, and industrials. Reported as a percentage of NAV in Storm's monthly 
factsheets. 

Senior Secured Bond A bond backed by specific collateral and ranking highest in priority among an issuer's debt 
obligations. In the event of default, senior secured bondholders are paid before unsecured 
or subordinated creditors. 

Senior Unsecured 
Bond 

A bond that is not backed by specific collateral but ranks above subordinated debt. Storm 
may rotate between senior secured and senior unsecured bonds within the same issuer to 
optimise the risk/return profile. 

SFDR (Sustainable 
Finance Disclosure 
Regulation) ★ 

EU Regulation (EU) 2019/2088, which requires financial market participants to disclose 
how they integrate sustainability risks and adverse impacts into their investment decisions. 
SFDR classifies funds into three categories: Article 6 (no specific ESG integration), Article 8 
(promotes environmental or social characteristics), and Article 9 (has sustainable 
investment as its objective). Storm Bond Fund provides disclosures pursuant to Article 8 of 
SFDR. 

Share Classes Different versions of the fund available to investors, with varying fee structures, currencies, 
and minimum investment amounts. Storm Bond Fund offers Institutional (IC) and Retail 
classes in NOK, EUR, SEK, USD, GBP, and CHF. 

Sharpe Ratio A measure of risk-adjusted return showing how much excess return is earned per unit of 
risk taken. Calculated as: (Annualised Return − Average 3-Month Risk-Free Rate) ÷ 
Annualised Volatility (Standard Deviation). A higher Sharpe Ratio indicates better risk-
adjusted performance. Storm uses this formula in its 5-year total return comparison charts 
to benchmark Storm Bond Fund against European, US, and Asian HY indices. A Sharpe of 
1.0 or above is generally considered strong for a credit fund. 

SOTP (Sum of the 
Parts) ★ 

A valuation methodology that values a company by separately valuing each of its business 
divisions or assets and adding them together. SOTP analysis is used by Storm when 
assessing the downside protection of diversified or holding company bond issuers, 
providing a reference for loan-to-value calculations. 

Spread Compression A narrowing of credit spreads, typically indicating improving market sentiment or strong 
demand for credit risk. Spread compression contributes positively to total bond returns. 

Standard Deviation / 
Volatility 

A statistical measure of the variability of returns over time. In the context of fund investing, 
standard deviation (volatility) indicates how much the fund's returns fluctuate around their 
average. Lower standard deviation implies more stable returns. Used in Sharpe Ratio 
calculations and risk reporting. A fund with 1% annual volatility has much more stable 
returns than one with 10% annual volatility. 
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Term Definition 

Subordinated Debt Debt that ranks below senior obligations in the event of an issuer's bankruptcy or 
liquidation. Includes hybrid bonds and Tier 2 instruments. Carries higher yield to 
compensate for elevated risk. 

Tap Issue An additional issuance of an existing bond at a specified price, increasing the outstanding 
amount without creating a new ISIN. Storm participates in tap issues when the risk/reward 
is attractive. 

Top-Down Analysis A macro-level investment approach that begins with broad market conditions, sector trends, 
and relative pricing across the Nordic credit universe, before selecting individual bonds. 
Storm combines top-down screening with bottom-up fundamental analysis. 

UCITS (Undertakings 
for Collective 
Investment in 
Transferable 
Securities) 

An EU regulatory framework for investment funds that ensures investor protection and 
cross-border distribution. UCITS funds must meet strict requirements on diversification, 
liquidity, and disclosure. Storm Bond Fund is structured as a UCITS fund domiciled in 
Luxembourg. 

Weighted-Average 
Credit Quality 

A portfolio-level measure representing the average credit quality of all holdings, weighted 
by their allocation. Storm Bond Fund targets a weighted-average credit profile consistent 
with BB/BBB. 

Yield Distribution A breakdown of the portfolio's individual bond yields, illustrating the range and 
concentration of returns across holdings. Reported in NOK terms in Storm's monthly 
factsheets. 

YTD (Year-to-Date) The cumulative return of the fund from the start of the current calendar year to the most 
recent reporting date. Storm reports YTD performance for each share class. 

 


