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EPG Commentary by Dan Steffens 

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

Growth Portfolio with a market-cap of $2.7Cdn billion and current production of 

approximately 150,000 Boepd. I have been following the Company closely since 

Baytex announced the acquisition of Ranger Oil that closed on June 20, 2023. I 

see nothing that justifies BTE trading at a 35% discount to book value per share. 

 

Baytex reported Q2 and Q3 2025 results that exceeded my forecast. Based 

on their detailed guidance for Q4 2025, the Company should generate over $350Cdn million of free cash flow for the 

year.  My current valuation of $6.00Cdn is just 3X annualized operating cash flow per share for 2025 & 2026. 

 

The Company’s 3rd quarter earnings call highlighted strong operational performance with record production in the 

Pembina Duvernay and robust free cash flow, despite lower commodity prices impacting forecasts. While there are 

operational challenges, such as the abandoned of a Duvernay well, the Company's financial position remains strong 

with significant liquidity.  Baytex does have significant oil price risk because ~95% of revenues come from liquid sales. 

 

Highlights from the Q3 conference call: 

• Record Production in Pembina Duvernay: Pembina Duvernay achieved a new quarterly production record 

averaging just over 10,000 BOE per day, with a 53% increase from the previous quarter. 

• Robust Free Cash Flow and Debt Reduction: Baytex generated $143 million in free cash flow and reduced 

net debt by $50 million to $2.2 billion, supported by strong operational execution and cost discipline. 

• Heavy Oil and Eagle Ford Asset Performance: Heavy oil production grew 5% quarter-over-quarter, and 

Eagle Ford volumes increased by 3%, contributing to steady volumes and strong cash flow. 

• Significant Financial Liquidity: Baytex has over $1.3 billion in undrawn credit capacity, with strong financial 

liquidity and no debt maturing until April 2030. 

• Improved Drilling and Completion Costs: The Company achieved a 12% improvement in drilling and 

completion costs in the Eagle Ford operations. 

 

Things to be concerned about: 

• Lower Oil Prices Impacting Free Cash Flow: Free cash flow after dividends forecast for 2025 was revised 

down from $400 million to $300 million due to lower commodity prices in the second half of the year. 

• Casing Issues in Duvernay Well: A well in the Pembina Duvernay had to be abandoned due to casing issues 

during completion, indicating potential operational challenges. 

 

Baytex deserves a higher valuation multiple once oil prices stabilize. Most encouraging are the Duvernay well results 

and the successful refracs in South Texas that should increase proved reserves. I originally added BTE to our Sweet 

16 in 2023 because I thought they had significant upside in South Texas. Refrac results prove that I was right. 
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Baytex’s Q2 2025 production was 148,095 Boepd, which beat my forecast of 145,800 Boepd. Q3 2025 production of 

150,950 Boepd beat my forecast of 149,200 Boepd.  The Company does have a history of under-estimating future 

production volumes, so there is upside to their guidance of 149,000 Boepd for Q4, which I am using in my model. 

 

Most of this year’s free cash flow is being generated in the 2nd half of the year because their capital program was front-

end loaded. Free cash flow after dividends is being used to pay down debt. The balance sheet is in good shape 

and Baytex has no near-term debt repayment issues. 

 

 
 

On October 13th Bloomberg reported that “Baytex Energy is exploring a potential exit from its Eagle Ford shale 

operations in south Texas, US, as it considers refocusing on assets in Canada. The operations could attract bids of 

up to $3 billion, although no final decision has been taken and Baytex may choose to retain the acreage. A company 

spokesperson refused to comment, reported the media outlet.” Bloomberg reported, citing unnamed people with 

knowledge of the matter said that “After expanding its presence in the Eagle Ford two years ago through its acquisition 

of Ranger Oil, the Calgary, Canada-based producer has now engaged advisers to gauge interest in the US assets.” 

 

I have not seen any further reports that Baytex is selling their South Texas assets.  The Eagle Ford area does 

have ample natural gas pipeline access to large LNG export facilities on the Gulf Coast, so it might be an attractive 

asset package.  A sales price of $3 billion would be more than Baytex’s current market-cap. 

 

My Fair Value Estimate for BTE is $6.00Cdn & $4.38US/share 
TipRanks’ Price Target is $4.00Cdn/share 

 

Disclosure: I do not have a 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 light oil & condensate ~ 42%, heavy oil ~ 29%, NGL ~ 13%, natural gas ~ 16%. 
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Third Quarter 2025 Highlights 

 

• Delivered production of 150,950 boe/d (86% oil and NGL), a 1% increase in production per basic share 

compared to Q3/2024. 

• Generated free cash flow of $143 million ($0.19 per basic share). 

• Achieved record Pembina Duvernay production of 10,185 boe/d (77% oil and NGL), up 53% compared to 

Q2/2025. 

• Increased heavy oil production 5% over Q2/2025 with continued strong performance. 

• Brought 15.6 net wells to sales in the Eagle Ford with strong execution, achieving a 12% improvement in drilling 

and completion costs, compared to 2024. 

• Expanded its heavy oil development fairway and consolidated Pembina Duvernay acreage through targeted 

land acquisitions and a property swap. 

• Reported cash flows from operating activities of $473 million ($0.62 per basic share). 

• Generated net income of $32 million ($0.04 per basic share). 

• Delivered adjusted funds flow of $422 million ($0.55 per basic share). 

• Reduced net debt by 2% ($50 million) and maintained balance sheet strength with a total debt to Bank EBITDA 

ratio of 1.1x. 

 

“Baytex delivered solid third-quarter results highlighted by record production in the Pembina 

Duvernay, strong free cash flow generation, and further progress on debt reduction… Our heavy 

oil business continues to generate reliable returns and, through targeted land acquisitions, we 

are expanding our long-term inventory. In the Pembina Duvernay, a strategic property swap 

further consolidates our position, setting the stage for full-scale development. These results 

reinforce our focus on disciplined capital allocation and demonstrate the quality and value 

creation potential of our asset base as we work to drive sustainable value for shareholders” - 

Eric T. Greager, President and Chief Executive Officer. 
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Financial Results 

 

During the third quarter, Baytex delivered operating and financial results in line with its full-year plan. Adjusted funds 

flow was $422 million ($0.55 per basic share) and net income was $32 million ($0.04 per basic share). 

 

Baytex generated free cash flow of $143 million and returned $17 million to shareholders through its quarterly dividend. 

 

Net debt decreased 2% ($50 million) to $2.2 billion, driven by strong free cash flow, partially offset by an unrealized 

foreign exchange loss from a weakening Canadian dollar on its U.S. dollar-denominated debt. 

 

Baytex maintained strong financial flexibility with US$1.1 billion in credit facilities that mature in June 2029 and are 

less than 15% drawn, positioning it well across various commodity price cycles. 
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Operations  
 

Production averaged 150,950 boe/d (86% oil and NGL) in the third quarter, representing a 1% increase in production 

per basic share compared to Q3/2024. Consistent with Baytex’s full-year plan, exploration and development 

expenditures for Q3/2025 totaled $270 million and Baytex brought 69 (61.6 net) wells onstream. 
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Oil-Focused Eagle Ford Development 
 

Eagle Ford production averaged 82,765 boe/d (82% oil and NGL), relatively unchanged from Q2/2025. Crude oil 

production averaged 52,330 bbl/d, up 3% from Q2/2025. 

 

Baytex’s 2025 development program has largely focused on the black oil to condensate windows of its acreage. Baytex 

brought 15.6 net wells onstream while achieving a 12% improvement in operated drilling and completion costs per 

completed lateral foot compared to 2024. 
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During the second quarter Baytex successfully completed two refracs in the Lower Eagle Ford. The wells continue to 

deliver results comparable to Baytex’s broader development program with improved capital efficiencies and returns. 

Baytex anticipates an expanded refrac program in 2026. 

 

 
 

Record Pembina Duvernay Production 

 
Production from Baytex’s Canadian light oil business averaged 19,589 boe/d (80% oil and NGL), up 20% from Q2/2025. 

The Pembina Duvernay represents Baytex’s largest growth asset and accounted for approximately 50% of Canadian 

light oil production during the quarter. 
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Baytex achieved record Pembina Duvernay production of 10,185 boe/d (77% oil and NGL) in Q3/2025, up 53% from 

Q2/2025. The third pad (10-31, 3 wells) from Baytex’s 2025 program was brought onstream in September with two of 

three wells generating strong 30-day peak production rates averaging 1,380 boe/d per well (830 bbl/d of crude oil, 355 

bbl/d of NGLs, 1,172 Mcf/d of natural gas). The third well encountered casing issues during completion and was 

subsequently abandoned.  

 

 
 

Baytex’s 2025 program (3 pads, 8 producing wells) exceeded initial rate expectations and sets the stage for full 

commercialization. Strong production, combined with an 11% improvement in drilling and completion costs per 

completed lateral foot compared to 2024, has significantly improved well economics. 



 

Our newsletters, company profiles and the information contained herein are strictly the opinion of the publishers (Energy Prospectus Group, a Division of DMS 

Publishing, LLC) and is intended for informational purposes only. Readers are encouraged to do their own research and due diligence before making any 
investment decisions. The publishers will not be held liable for any actions taken by the reader. Although the information in the newsletters and company 

profiles has been obtained from resources that the publishers believe to reliable, DMS Publishing, LLC dba Energy Prospectus Group does not guarantee its 

accuracy. Please note that the publishers may take positions in companies profiled. 

 

Baytex Energy Corp. 

November 10, 2025 
 

Baytex has assembled 140 net sections of highly prospective lands and identified approximately 200 drilling locations. 

Over the next two years, Baytex expects to transition to a one-rig drilling program with 18 to 20 wells per year, targeting 

production of 20,000-25,000 boe/d by 2029-2030. 

 

Subsequent to quarter-end, Baytex completed an asset swap in the Pembina Duvernay consolidating its southern 

acreage. This enables more efficient development of these lands commencing in 2026. In addition, in support of 

Baytex’s ongoing development, Baytex commissioned midstream infrastructure associated with its partnership with 

Gibson Energy. Construction of the infrastructure was completed on time and under budget. 
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Organic Heavy Oil Growth and Inventory Expansion 

 
Heavy oil production averaged 47,280 boe/d (96% oil and NGL), up 5% from Q2/2025. Strong operating results reflect 

continued performance at Peavine, Peace River, and across the broader Mannville group in Lloydminster. Baytex 

brought onstream 20.0 net wells during the quarter: 10 Clearwater wells at Peavine, 4 wells at Peace River, and 6 wells 

at Lloydminster. 

 

Baytex continues to build on its heavy oil expertise and enhance its long-term inventory of development prospects. 

During the 3rd quarter, Baytex acquired 40.5 net sections of highly prospective lands at Peace River, and 4.5 net 

sections in northeast Alberta targeting the broader Mannville group. To-date in 2025, through organic development 

and land acquisitions, Baytex has added 200 drilling locations to its inventory count, bringing its heavy oil portfolio to 

1,100 drilling locations. This supports approximately 10 years of drilling at Baytex’s current pace of development. 

 

Baytex’s heavy oil operations continue to deliver the strongest economic returns across its portfolio, supported by its 

extensive acreage, capital-efficient development, and the continued strength in Western Canadian Select pricing. 

 

Quarterly Dividend 

 

The Board of Directors has declared a quarterly cash dividend of $0.0225 per share, payable January 2, 2026 to 

shareholders of record on December 15, 2025. 

“Based on my current forecast, Baytex should generate free cash flow after dividends of $300Cdn million in 

2025.” – Dan Steffens. 
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Hedging Update 

 

• Target up to 45% of Net Crude Oil Volumes 

• Disciplined hedge program to help mitigate volatility in revenue due to changes in commodity prices  

• Utilize wide 2-way collars and puts to ensure modest returns at lower commodity prices while maintaining 

exposure to upside and minimizing costs 
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2025 Outlook 

Baytex remains committed to disciplined capital allocation, prioritizing free cash flow and strengthening its balance 

sheet. Baytex continues to execute its 2025 plan and anticipate full-year production of approximately 148,000 boe/d 

with exploration and development expenditures of approximately $1.2 billion. 

 

Based on year-to-date actual results and the forward strip for the balance of 2025(4) Baytex expects to generate free 

cash flow of approximately $300 million in 2025. Baytex continues to allocate 100% of free cash flow to debt repayment 

after funding quarterly dividend payments, targeting net debt of approximately $2.1 billion by year-end. 

 

Baytex’s 2026 capital budget will be released in January following approval by its Board of Directors. 
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Net Income and Cash Flow Forecast Model 
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