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EPG Commentary by Dan Steffens 

Baytex Energy Corp. (BTE) is the largest company in our Small-Cap Growth 

Portfolio with a market-cap over $2.4 billion.  I have been following the Company 

closely since Baytex announced the acquisition of Ranger Oil (one of my Top 

Picks in the Sweet 16 heading into 2023).  They closed the Ranger acquisition on 

June 20, 2023. 

 

Baytex reported financial and operational results that were in line with my 

forecasts during each quarter in 2024.  Total production increased 25.3% year-over-year in 2024, with production 

volumes and proved reserves per share significantly higher year-over-year. 

 

Based on the Company’s guidance, production will be down in Q1 2024 due to weather related issues in Canada 

during Q1, bounce back in Q2 and then ramp up to a 2025 exit rate of approximately 155,000 Boepd (~70% oil). 

 

Baytex is a “Shareholder Friendly” Company.  Since closing the acquisition of Ranger Oil, Baytex has generated 

free cash flow each quarter.  Based on my forecast, the Company should generate approximately $425Cdn million 

of free cash flow in 2025.  Baytex is committed to returning 50% of free cash from operations to shareholders in the 

form of cash dividends and stock buybacks.  The balance sheet is in good shape with no LT debt due until 2030. 

 
 

My Fair Value Estimate for BTE is $7.00Cdn & $4.90US/share 
Compared to TipRanks’ Price Target of $5.00Cdn/share 

 

Disclosure: I have a long position in Baytex and I do not intend on buying or selling any shares in the next 72 hours. I wrote this profile myself, and it expresses my own 

opinions. I am not receiving compensation for it from the company. I have no business relationship with any company whose stock is mentioned in this article.  
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Company Overview 
 

The Company’s vision is to be a top-tier North American oil producer focused on per share value creation. Their key 

oil resource plays represent some of the highest rate of return projects in North America.  Baytex’s crude oil and 

natural gas operations are organized into three main operating areas: Light Oil USA (Eagle Ford), Light Oil Canada 

(Pembina Duvernay / Viking) and Heavy Oil Canada (Peace River / Peavine / Lloydminster).  The Company’s current 

production mix is approximately 43% light oil & condensate, 28% heavy oil, 14% NGLs and 15% natural gas. 

 

 

 

The merger with Ranger Oil in June, 2023 was significant, increasing production by approximately 

70% and adding high-quality / low-risk running room in the South Texas Eagle Ford oil play. 
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2024 Highlights ($Cdn) 

 

• Reported cash flows from operating activities of $469 million ($0.60 per basic share) in Q4/2024 and $1,908 

million ($2.38 per basic share) for 2024. 

• Increased production per basic share by 10% in 2024, compared to 2023.  

• Production for the full-year 2024 averaged 153,048 boe/d (85% oil and NGL), compared to 122,154 boe/d in 

2023 (85% oil and NGL). Production in Q4/2024 averaged 152,894 boe/d (84% oil and NGL). < Due to low 

natural gas prices, some of their Canadian natural gas was shut-in during 2024.  Natural gas and NGLs are 

expected to be a higher percentage of the Company’s production in 2025. 

• Delivered adjusted funds flow of $462 million ($0.59 per basic share) in Q4/2024 and $1,957 million ($2.44 per 

basic share) for 2024. 

• Generated free cash flow of $255 million ($0.33 per basic share) in Q4/2024 and $656 million ($0.82 per basic 

share) for 2024. 

• Returned $290 million to shareholders in 2024 through the share buyback program and dividends. Baytex 

repurchased 48.4 million common shares for $218 million, representing 6% of shares outstanding. In addition, 

the Company declared four quarterly dividends of $0.0225 per share, totaling $72 million. 

• Improved cash cost structure (operating, transportation, and general & administrative expenses) in 2024 by 

5% on a boe basis, as compared to 2023. 

• Reduced net debt by 5% in 2024 (13% in U.S. dollars) and maintained balance sheet strength with a total debt 

to EBITDA ratio of 1.1x. 

 

Management Commentary 
 

“Our strong 2024 results speak to our disciplined, returns-based capital allocation philosophy that delivers 

increased per-share returns. In 2024, we generated 10% production per share growth and grew reserves per-

share across all reserves categories. We executed our capital program on budget, generated meaningful free 

cash flow and returned $290 million to shareholders through our buyback program and quarterly dividend. 

For 2025, we will continue to prioritize free cash flow and shareholder returns.” 

 - Eric T. Greager, President and Chief Executive Officer. 

 

Dividends (annualized yield of ~2.8%) 

 

Baytex Energy Corp. announced that its Board of Directors has declared a quarterly cash dividend of CDN$0.0225 

per share to be paid on April 1, 2025 for shareholders of record on March 14, 2025. The U.S. dollar equivalent amount 

is approximately US$0.0158 per share assuming a foreign exchange rate of 1.42 CAD/US. Payments to shareholders 

who are not residents of Canada will be net of any Canadian withholding taxes that may be applicable. This dividend 

is designated an "eligible dividend" for Canadian tax purposes and is considered a "qualified dividend" for U.S. income 

tax purposes. < U.S. shareholders can claim a foreign tax credit for the Canadian income taxes that are withheld. 
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Ranger Acquisition  

 

On February 28, 2023, Baytex announced the acquisition of Ranger Oil Corp. (the "Merger"), a pure play Eagle Ford 

operator. With this transaction, Baytex is building a quality, scaled North American oil-weighted exploration and 

production company with a portfolio across the Western Canadian Sedimentary Basin and the Eagle Ford.  

 

On June 20, 2023, Baytex closed the acquisition of Ranger, adding quality scale in the Eagle Ford and reinforcing a 

resilient and sustainable business. The total consideration paid by Baytex, including assumption of net debt, was 

US$2.4 billion (C$3.2 billion). Under the terms of the agreement, Ranger shareholders received 7.49 Baytex shares 

plus US$13.31 cash for each share of Ranger common stock. Second quarter 2023 results include 11 days of 

operations from Ranger.  Baytex’s total production increased by 67.8% (60,840 Boepd) to 150,601 Boepd in the 

3rd quarter, followed by organic growth to 160,373 Boepd in the 4th quarter.    
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Financial Update 

 

Baytex delivered operating and financial results consistent with the full-year plan.  

 

Production and exploration and development expenditures were in line with full-year guidance and the Company 

improved its cash cost structure (operating, transportation, general & administrative expenses) by 5% on a boe basis, 

compared to 2023.  

Adjusted funds flow totaled $2.0 billion ($2.44 per basic share) and net income of $237 million ($0.29 per basic share). 

Baytex increased production per basic share by 10% in 2024, compared to 2023, with production averaging 153,048 

boe/d (84% oil and NGL), up from 122,154 boe/d in 2023.  

Production in Q4/2024 averaged 152,894 boe/d (84% oil and NGL).  

Exploration and development expenditures totaled $1.26 billion in 2024 and Baytex participated in the drilling of 290 

(246.4 net) wells.  

Baytex generated free cash flow of $656 million ($0.82 per basic share) in 2024 and returned $290 million to 

shareholders through its share buyback program and dividend. Baytex repurchased 48.4 million common shares for 

$218 million, representing 6% of shares outstanding, at an average price of $4.50 per share. In addition, Baytex 

declared four quarterly dividends of $0.0225 per share, totaling $72 million.  

Over the last six quarters, Baytex generated free cash flow of $1.1 billion and returned $550 million to shareholders 

through its share buyback program and dividend. The Company repurchased 88.9 million common shares for $440 

million, representing 10% of shares outstanding, at an average price of $4.95 per share. In addition, Baytex declared 

six quarterly dividends of $0.0225 per share, totaling $110 million.  

On December 20, 2024, Baytex completed the divestiture of the Kerrobert thermal asset in southwest Saskatchewan 

for net proceeds of $41.5 million. Proceeds from the sale were applied against its credit facilities. Production from the 

assets at the time of the sale was approximately 2,000 bbl/d (100% heavy oil).  

 

Operations Update 

 

Notable well results reported by BMO Capital Markets / GeoLOGIC Solutions Ltd. on October 25, 2024 

 

Clearwater: “Baytex continues to show that it is best-in-class with its Clearwater well results at Peavine. Month after 

month, Baytex continues to take nearly all top ten spots on our Clearwater top ten list. The best well this month goes 

to the 102/05-22 well, that produced at 875 bbls/d, putting monthly production at 26 mbbls (and cumulative oil volumes 

at 61 mbbls after 84 days). With some of BTE's wells now producing upward of 150 mbbls after 168 days, showing 

payout at 2-3x within the year, it is a play that will continue to help push BTE's capital efficiencies higher. 

 

Duverney: “Outside of BTE's Clearwater play, the Willesden Green Duvernay fairway will be a meaningful part of 

the company's long-term potential. The solid results so far set the stage for the 2025 program. Two of BTE's recent 

Duvernay wells brought on production in August appear among the top wells in Canada. The 16-10 well produced 

51,600 bbls of condensate in 54 days (or ~925 bbls/d in September). As BTE brings technology from its Eagle Ford 

operations, that ultimately have increased the intensity of frac designs, all while dropping costs by 10% vs. 2023 costs, 
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the efficiency of the play continues to improve. Today, Baytex ranks its Duvernay as its top go-forward play, based on 

a CROCI (cash return on capital invested), and with seven wells planned for the year (and at least 221 future locations 

still to drill), there appears to be plenty of running room in this play. We suspect with heavy M&A activity potentially in 

the formation in the coming months, a rise in 'main-stream' investor attention is expected to come.” 

 

 
 

 

Light Oil - United States: In the Eagle Ford, production averaged 89,100 boe/d (81% oil and NGL) in 2024 and 

Baytex brought onstream 64 net wells, including 51 net operated wells. The development program was largely focused 

on the black oil and volatile oil windows of acreage which typically generates 30-day peak crude oil rates of 700 to 

800 bbl/d (900 to 1,100 boe/d) per well with average lateral lengths of 9,000 to 9,500 feet. Baytex realized an 8% 

improvement in operated drilling and completion costs per completed lateral foot over 2023. In the Eagle Ford, Baytex 

expects to bring onstream 54 net wells in 2025, including 41 net operated wells. Baytex intends to run a consistent 

two rig and one frac crew program for most of the year and are targeting a 7% improvement in operated drilling and 

completion costs per completed lateral foot compared to 2024.  
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Light Oil – Canada: In the light oil business unit, production averaged 16,701 boe/d (83% oil and NGL) in 2024. We 

made substantial strides in advancing our understanding of the Pembina Duvernay with production increasing 64% to 

6,112 boe/d (82% oil and NGL) in 2024, compared to 2023. We brought onstream seven net wells in the Pembina 

Duvernay and 95 net wells in the Viking. In 2025, we expect to bring onstream nine net wells in the Pembina Duvernay 

and 90 net wells in the Viking. 
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Heavy Oil – Canada: In the heavy oil business unit, production averaged 43,704 boe/d (95% oil and NGL) in 2024. 

Peavine continued to deliver top well results with production increasing 44% to 19,241 bbl/d (100% heavy oil) in 2024, 

compared to 2023. During 2024, Baytex brought onstream 31 net Clearwater wells at Peavine, 9 net wells at Peace 

River and 40 net wells across the broader Mannville group in Lloydminster. In 2025, Baytex expects to bring onstream 

112 net heavy oil wells, including 33 net Clearwater wells at Peavine. Subsequent to year-end, Baytex acquired 

through an asset exchange, 44.5 net sections of land on the Peavine Métis settlement. The lands acquired are 

immediately adjacent to Baytex’s existing 90-section acreage position.  
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Return of Capital Framework 

 

The Board of Directors has declared a quarterly cash dividend of $0.0225 per share to be paid on April 1, 2025 for 

shareholders of record on March 14, 2025.  

 

 

On closing of the Merger with Ranger Oil, the Company increased direct shareholder returns to 50% of the 

free cash flow generated by the combined company, allowing the Company to increase the value of the share 

buyback program and introduce a dividend.  
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Balance Sheet and Liquidity Update 

 

Baytex reduced net debt by 5% ($117 million) in 2024. Strong free cash flow generation was significantly offset by the 

impact of a strengthening U.S. dollar, relative to the Canadian dollar, on U.S. dollar denominated debt. In U.S. dollars, 

Baytex reduced net debt by 13% (US$241 million). On an annual basis, a $0.05 CAD/USD change in the foreign 

exchange rate impacts net debt by approximately $70 million.  
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2024 Year End Reserves  
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2025 Guidance Update 

Baytex is a well-capitalized, North American oil-weighted producer with 60% of production in the Eagle Ford in Texas 

and the balance in western Canada.  

 

In 2025, the government of the United States of America announced tariffs on goods imported from Canada, including 

a 10% tariff on Canadian energy imports, effective March 4, 2025. Baytex continues to monitor the impact of these 

tariffs and expects that geographic diversification will provide a measure of insulation.  

 

The Company is focused on disciplined capital allocation to prioritize free cash flow generation while maintaining a 

strong balance sheet. In the current commodity price environment this means moderating growth profile and delivering 

stable crude oil production.  

 

Baytex currently allocates approximately 50% of free cash flow to the balance sheet and approximately 50% to 

shareholder returns, which includes a combination of share buybacks and quarterly dividend payments.  

 

In 2025, Baytex is targeting continued strong performance in the Eagle Ford, further progression of the Pembina 

Duvernay and capital efficient heavy oil development. Baytex anticipates first quarter production of approximately 

144,000 boe/d with volumes increasing over the balance of the year. During the first quarter, extremely cold 

temperatures across North America resulted in modest production disruptions across operations.  

 

Full year 2025 guidance is unchanged with exploration and development expenditures of $1.2 to $1.3 billion 

and production of 148,000 to 152,000 boe/d. Baytex expects to generate approximately $400 million of free cash 

flow in 2025 at US$70/bbl WTI. Based on the production profile and timing of capital expenditures, the majority of free 

cash flow is expected to be generated in the second half of the year. 
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Hedging Update 

 

 
 

 

“Note that none of Baytex’s natural gas and NGLs are hedged, so rising natural gas prices should give Baytex a nice 

revenue boost in 2025 and 2026. Baytex is getting good prices for their South Texas natural gas and NGLs.  Natural 

gas prices are beginning to increase in Canada, but they are still quite a bit lower than U.S. natural gas prices. 

 

Since the oil hedges have ceilings above the oil prices being used in my forecast, they have no impact on realized 

prices in 2025.  I am using a differential of -$2.00/bbl for the Company’s light oil and an additional discount of -$9.00/bbl 

for Canadian heavy oil. 

 

The forecast below is in Canadian dollars.”  – Dan Steffens 
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Net Income and Cash Flow Forecast Model 
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