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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 $1.9 billion.  I started covering it closely since 

they 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 proved reserves per share significantly higher year-over-year.  First quarter 2025  production 

of 144,194 Boepd was slightly above my forecast and, more importantly, their Adjusted Funds Flow of $464Cdn 

million was more than $60Cdn million above my forecast. 

 

Production was down quarter-over-quarter 8,701 Boepd in Q1 2025 due to weather related issues previously 

announced, and the sale of ~2,000 Boepd of heavy oil producing assets.  Wisely, Baytex is reducing this year’s drilling 

program to live within cash flow, but keeping it high enough to get production back to ~152,000 Boepd by year-end. 

 

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 $320Cdn million 

of free cash flow in 2025.  Baytex is committed to shareholder returns and using excess cash for debt repayment. 

 
 

My Fair Value Estimate for BTE is $6.75Cdn & $4.72US/share 
Compared to TipRanks’ Price Target of $4.04Cdn/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 forecast of 148,000 Boepd for 2025 is a mix of approximately 43% light oil & condensate, 28% heavy oil, 

13% NGLs and 16% natural gas. 
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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. 

 

Ranger Acquisition: A “Transformative” Transaction 

 

On June 20, 2023, Baytex closed the acquisition of Ranger Oil Corp. (the "Merger"), a pure play Eagle Ford operator. 

With this transaction, Baytex is now a scaled North American oil-weighted exploration and production company with 

a portfolio across the Western Canadian Sedimentary Basin and the South Texas Eagle Ford. The Company added 

quality scale in the Eagle Ford and reinforcing a resilient and sustainable business. 

 

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.   

 

South Texas has available pipeline access to large LNG export facilities along the Texas Gulf Coast. 

 

First Quarter 2025 Highlights ($Cdn) 

 

• Reported cash flows from operating activities of $431 million ($0.56 per basic share). < Adjusted Operating 

Cash Flow, was $460.4 million ($0.60 per basic share). 

• Generated net income of $70 million ($0.09 per basic share). 

• Achieved production of 144,194 boe/d (84% oil and NGL), a 2% increase in production per basic share, 

compared to Q1/2024.  

• Generated free cash flow of $53 million ($0.07 per basic share) and returned $30 million to shareholders. 

< Based on my forecast, Baytex should generate over $300 million of free cash flow in 2025. 

• Repurchased 3.7 million common shares for $13 million, at an average price of $3.49 per share. 

• Paid a quarterly cash dividend of $17 million ($0.0225 per share) on April 1, 2025. 

• Executed a $405 million exploration and development program, which at its peak, had 13 rigs running.  

• Maintained balance sheet strength with a total debt to Bank EBITDA ratio of 1.0x. 

 

Management Commentary 
 

“Baytex efficiently executed its exploration and development program and delivered first quarter results 

consistent with our full year plan. In a challenging operating environment marked by macroeconomic 

uncertainty and volatile commodity prices, we are pleased to have delivered free cash flow and returns to 

shareholders. As these headwinds persist, we remain focused on disciplined capital allocation and managing 

factors within our control to ensure financial resilience.” 

 - Eric T. Greager, President and Chief Executive Officer. 
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Dividends (annualized yield of ~3.6%) 

 

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

share, to be paid on July 2, 2025 to shareholders of record on June 13, 2025.  

 

U.S. shareholders can claim a foreign tax credit for the Canadian income taxes that are withheld on dividends. 

 

 
 

Financial Update 

 

During the first quarter of 2025, Baytex delivered operating and financial results consistent with its full-year plan despite 

periods of extremely cold temperatures across North America, which resulted in modest production disruptions across 

operations. Baytex increased production per basic share by 2% in Q1/2025, compared to Q1/2024, with production 

averaging 144,194 boe/d (84% oil and NGL). As compared to Q1/2024, production during the first quarter was 

lower, in part, due to weather disruptions (approximately 2,000 boe/d) and the Kerrobert thermal disposition 

(approximately 2,000 boe/d). Exploration and development expenditures totaled $405 million, consistent with the 

full-year plan, and the Company brought 105 (95.9 net) wells onstream. Adjusted funds flow was $464 million or $0.60 

per basic share and generated net income of $70 million ($0.09 per basic share).  
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During the first quarter Baytex generated free cash flow of $53 million ($0.07 per basic share) and returned 

$30 million to shareholders. < Note that dividend coverage is ~3X. 

 

Baytex repurchased 3.7 million common shares for $13 million, at an average price of $3.49 per share, and paid a 

quarterly cash dividend of $17 million ($0.0225 per share). Over the last seven quarters, $580 million has been 

returned to shareholders. Baytex repurchased 92.6 million common shares for $453 million, representing 

approximately 11% of shares outstanding, at an average price of $4.89 per share, and paid total dividends of $127 

million ($0.1575 per share). < If stock buybacks continue, they should have a material impact on per share valuations. 

 

As of March 31, 2025, net debt was $2.4 billion, a reduction of approximately 10% ($250 million) over the past twelve 

months. On a U.S. dollar basis, net debt decreased by approximately 15% (US$287 million).  
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Light Oil - United States 

 

In the South Texas Eagle Ford, production averaged 81,814 boe/d (81% oil and NGL) in Q1/2025 and Baytex brought 

onstream 15.6 net wells, including 12.4 net operated wells.  

 

The development program was largely focused on the black oil to condensate windows of acreage where Baytex 

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 expects to bring onstream 50 net wells in 2025 and is 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 Canadian light oil business, production averaged 16,685 boe/d (83% oil and NGL) inQ1/2025. In the Pembina 

Duvernay, two of three pads have been drilled (six wells), including the longest wells in the play at more than 24,000 

feet total measured depth and 13,500 feet of lateral length. Completion operations commenced mid-April and the 

Company plans to onstream the wells during the second and third quarter. In the Viking, 42 net wells were brought 

onstream inQ1/2025. In 2025, Baytex expects to bring onstream nine net wells in the Pembina Duvernay and 85 net 

wells in the Viking.  
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Heavy Oil – Canada 

 

In the heavy oil business unit, production averaged 41,119 boe/d (96% oil and NGL) in Q1/2025. Peavine continued 

to deliver top well results with production averaging 17,714 boe/d (100% heavy oil) during the first quarter. Baytex 

brought onstream 12 net Clearwater wells at Peavine, 4 net wells at Peace River and 12 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. 
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Return of Capital Framework 

 

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 Baytex to increase the value of the share 

buyback program and introduce a dividend. < Baytex recently announced that for the remainder of 2025 free cash 

flow will first go to maintain the current dividend ($0.0225/quarter) with remaining FCF used to pay down debt. 

 

In 2024 the WTI oil price averaged $75.71US/bbl.  My forecasts are based on WTI averaging $65.00US/bbl  for the 

remainder of 2025 and rebounding to $75.00US/bbl in 2026.   

 

Rising natural gas and NGL prices are offsetting some of the decline in the WTI oil price and Baytex has over 40% of 

their 2025 oil production hedges with collars that reduces some of the oil price risk. 
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Balance Sheet and Liquidity Update 

 

Baytex maintains strong financial flexibility, supported by significant credit capacity and a long-term notes maturity 

schedule that positions the Company well throughout various commodity price cycles. The credit facilities have total 

capacity of US$1.1 billion, mature on May 9, 2028, and are less than 20% drawn.  

 

These are not borrowing base facilities and do not require annual or semi-annual reviews. Additionally, the earliest 

note maturity (US$800 million) is not until April 30, 2030. 
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2024 Year End Reserves  
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2025 Guidance Update May 2, 2025 

Global crude oil markets remain under pressure due to broad economic uncertainty driven by concerns related to U.S. 

tariffs, global trade tensions, and OPEC's recent decision to increase crude oil supply. Since April 1, 2025 the 

benchmark WTI price has been trading in the US$57 to US$72/bbl range, down from a peak of US$80/bbl in early 

January. Against this global economic backdrop, Baytex continues to prioritize free cash flow, while taking a disciplined 

approach to capital allocation and the balance sheet. The 2025 exploration and development budget is set at $1.2 to 

$1.3 billion and supports annual production of 148,000 to 152,000 boe/d. In light of the current commodity price 

environment, Baytex anticipates full-year capital expenditures and production to trend toward the low end of these 

ranges. < My forecast model is now based on production of 148,000 boe/d in 2025 and152,000 boe/d in 2026 . 

 

Given these adjustments to the 2025 plan, at US$60/bbl WTI for the balance of the year, Baytex expects to generate 

approximately $200 million of free cash flow this year. In this pricing environment, Baytex benefits from a disciplined 

hedging program, which helps mitigate the volatility in revenue due to changes in commodity prices. For the balance 

of 2025, there are hedges on approximately 45% of net crude oil exposure using two-way collars with an average floor 

price of US$60/bbl. To further strengthen the balance sheet, Baytex intends to allocate 100% of the free cash 

flow to debt repayment after funding the quarterly dividend payment. Baytex will continue to monitor market 

conditions and execute a prudent approach to shareholder returns, which has historically included a combination of 

share buybacks and quarterly dividend payments. 
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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.  The 

Company’s realized prices ($Cdn) in Q1 2025 were $99.46/bbl for light oil & condensate, $93.63/bbl for heavy oil, 

$31.31/bbl for NGLs and $3.98/mcf for natural gas. 

 

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 -$8.00/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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