
 

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 

September 1, 2026 
 

EPG Commentary by Dan Steffens 

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

Growth Portfolio, with a market capitalization of Cdn$4.8 billion. The stock is up 

54.6% year to date, driven mainly by stronger oil prices and a strategic asset 

sale late in 2025 that allowed the company to repay most of its debt. 

 

On December 19, 2025, Baytex sold its South Texas assets for Cdn$2.96 

billion. Production is now about 71,300 boe/d, with growth focused in Western Canada. Revenue remains oil-

weighted, and oil production is unhedged beyond June 30, 2026 except for basis differentials.  

 

Baytex reported Q1 and Q2 2026 results that exceeded my expectations. During the quarter, the company 

repurchased 35.1 million shares, and I expect it to continue using free cash flow to fund buybacks. The new CEO is 

also committed to funding annual production growth of 6% to 8% entirely through operating cash flow. 

 

In 2025, Baytex generated Cdn$1,504 million in adjusted operating cash flow and Cdn$275 million in free cash flow. 

My current valuation of Cdn$8.00 per share is based on 7x annualized operating cash flow per share for 2026 

through 2027.  The higher than average valuation multiple is justified by the company’s strong balance sheet and 

high quality “Running Room” in four of the best oil plays in North America. 

 

 

My Fair Value Estimate for BTE is $8.00Cdn & $5.77US/share 
TipRanks’ Price Target is $7.25Cdn/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 

Baytex Energy Corp. is a Calgary-based energy company committed to driving shareholder value through disciplined 

execution. It operates a high-quality, high-return portfolio in the Western Canadian Sedimentary Basin, featuring the 

Pembina Duvernay and heavy oil plays in Alberta and Saskatchewan. These core assets are backed by an extensive 

drilling inventory and consistently generate strong cash flow. 

 

 

 

2025 Highlights 

 

• Completed the divestiture of U.S. Eagle Ford assets for net proceeds of $2.96 billion on December 19, 2025, 

successfully transitioning Baytex to a focused Canadian producer. 

• Significantly strengthened financial position with net cash of $857 million (cash less principal amount 

of Senior Notes that remain outstanding). 

• Delivered 2025 Canadian production of 65,528 boe/d (89% oil and NGL), representing 6% organic growth over 

2024. Q4/2025 Canadian production averaged 67,295 boe/d (88% oil and NGL). 

• Reported a 2025 net loss of $604 million ($0.78 per basic share) due to non-cash, one-time items associated 

with the Eagle Ford divestiture and a Viking impairment, with no impact to cash flow. 

• Reported cash flows from operating activities of $1.5 billion ($1.93 per basic share) for 2025, including 

$228 million ($0.30 per basic share) in the fourth quarter. 
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• Delivered full-year adjusted funds flow of $1.5 billion ($1.97 per basic share) with $262 million ($0.34 per basic 

share) generated in Q4/2025. 

• Realized free cash flow of $275 million ($0.36 per basic share) for the full-year, including $76 million 

($0.10 per basic share) in Q4/2025. 

• Re-initiated share buybacks on December 24, 2025.  

 

"2025 was a definitive year for Baytex, marked by the successful repositioning of our portfolio 

into a focused, high-return Canadian oil producer. We strengthened our financial position and 

reinforced our potential for long-term value creation. With a sustaining breakeven of US$52/bbl 

WTI, Baytex is well-positioned to navigate market volatility and accelerate shareholder returns. 

Our 2026 plan is already delivering operational momentum across our core Pembina Duvernay 

and heavy oil fairways, and I am confident the company is set up for a seamless leadership 

transition." - Eric T. Greager, Chief Executive Officer 

 

Divestitures 

 

On December 19, 2025, Baytex sold its U.S. Eagle Ford assets for net proceeds of US$2.2 billion ($2.96 billion 

Canadian) after closing adjustments. The Eagle Ford results are now classified as discontinued operations for current 

and comparative periods. The sale strengthened Baytex’s financial position, sharpened its focus on a high-return 

Canadian energy platform, and left the Company in a net cash position. Baytex plans to use proceeds to repay 

outstanding credit facilities, redeem its 8.500% Senior Notes due 2030, and has launched a cash tender offer for its 

US$575 million of 7.375% Senior Notes due 2032. < Today Baytex has very little interest-bearing debt. 

 

Second Quarter 2026 Highlights 

 

• Delivered production of 71,243 boe/d (88% oil and NGL), surpassing the high end of annual guidance and 

representing 11% growth relative to the second quarter of 2025. 

• Full-year production raised to approximately 71,000 boe/d, a 1,000 boe/d increase from the mid-point of prior 

guidance, with exploration and development expenditures unchanged at approximately $625 million.  

• Generated adjusted funds flow of $254 million ($0.35 per basic share) and cash flows from operating activities 

of $231 million ($0.32 per basic share). 

• Reported net income from continuing operations of $169 million ($0.23 per basic share). 

• Generated free cash flow of $128 million ($0.18 per basic share) after exploration and development 

expenditures of $122 million. 

• Repurchased 22 million common shares for $136 million, representing 3.0% of shares outstanding. < Baytex’s 

aggressive stock buyback program is one reason it deserves a higher valuation multiple. 

• Exited the second quarter with net cash of $566 million, maintaining an industry-leading balance sheet. 
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Financial & Operating Results 

 

Second quarter results were highlighted by outperformance across the light and heavy oil portfolio. Production of 

71,243 boe/d (88% oil and NGL) exceeded the high end of annual guidance range of 69,000 to 71,000 boe/d. 

Exploration and development expenditures of $122 million were consistent with the full-year plan. Adjusted funds flow 

of $254 million ($0.35 per basic share) includes $85 million of realized derivatives losses on oil contracts put in place 

at lower prices prior to the sale of the U.S. operations, there are no WTI hedges in place after Q2/2026. Disciplined 

execution of the capital program resulted in free cash flow of $128 million ($0.18 per basic share). Baytex generated 

net income of $175 million ($0.24 per basic share) in the second quarter. 

 

Waterflood potential in the Clearwater is being evaluated to increase resource recovery and lower the sustaining 

capital requirements. Both initial waterflood pilots at Peavine are currently on injection. One of the pilots is designed 

to test reservoir repressurization through producer to injector conversion and the second pilot is testing pressure 

maintenance on new development. The waterflood pilot will be expanded in the second half of 2026 with two additional 

patterns at Peavine and a waterflood test in the Rex formation (a Clearwater equivalent) at Morinville. These additional 

pilots are included in third quarter development plans and are expected to be on injection by the fourth quarter.  

 

A 21-square-mile seismic survey was recently completed covering 20% of the company’s 109 sections of prospective 

lands at Utikuma in the Peace River region. Initial interpretations are encouraging and Baytex is preparing to drill up 

to two exploration test wells in early 2027. 
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If oil prices remain elevated, 2026 will be a very good year for Baytex shareholders. 
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Reserves 
 

Baytex's year-end 2025 reserves were evaluated by McDaniel & Associates Consultants Ltd., an independent qualified 

reserves evaluator. All of Baytex’s oil and gas properties were evaluated in accordance with National Instrument 

51-101 "Standards of Disclosure for Oil and Gas Activities" and the Canadian Oil and Gas Evaluation Handbook using 

the average commodity price forecasts and inflation rates of McDaniel, GLJ Petroleum Consultants and Sproule ERCE 

as of January 1, 2026. 
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Record Pembina Duvernay Production 

 
The first Duvernay pad (four wells) of 2026 was brought onstream in June and outperformed internal expectations. 

This was the first pad brought onstream on the new Gilby acreage to the south of the Pembina lands. The wells are 

amongst the strongest performing wells in the Duvernay to-date on a length normalized basis. Three of the 

wells delivered 30-day initial production rates of 1,630 boe/d per well (1,112 bbl/d of oil, 319 bbl/d of NGLs and 1,195 

mcf/d of natural gas). The fourth well was completed at half the planned lateral length after the bottom hole assembly 

became stuck during drilling and was unrecoverable. This well delivered a 30-day initial production rate of 866 boe/d 

(537 bbl/d of oil, 202 bbl/d of NGLs and 759 mcf/d of natural gas). Results from Gilby support expectations of a 

high-quality reservoir and increase confidence in future development on the southern acreage. Drilling 

operations are complete on the second Duvernay pad of our 2026 program, located on the northern Pembina acreage. 

Completion operations are underway and the pad is planned to be brought onstream in September. The 2026 

Duvernay program includes a total of 17 wells drilled and 13 wells brought onstream with the remaining 4 wells 

onstream in 2027.  

 

Organic Heavy Oil Growth and Inventory Expansion 

 

Second quarter operating results reflect strong performance at Peavine, Peace River, and across the broader 

Mannville group in Lloydminster. A total of 14 wells were brought onstream; seven Clearwater wells at Peavine and 
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seven wells at Lloydminster. At Peavine, outperformance continued during the second quarter with six of the new 

wells brought onstream establishing 30-day initial production rates that average 478 bbl/d per well. Heavy oil 

development activity has ramped following spring breakup, with four rigs running across our Peavine, Peace River 

and Lloydminster regions. A fifth rig is scheduled to begin drilling operations in August at Morinville. In total, the 2026 

program is expected to bring 99.3 net heavy oil wells on stream during 2026 with 58 net wells expected to be brought 

onstream during Q3 and Q4. 

 

 
 

Quarterly Dividend 

 

The Board of Directors has declared a quarterly cash dividend of $0.0225 per share, payable October 1, 2026 to 

shareholders of record on September 15, 2026.  
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Hedging Update 

 

Baytex employs a disciplined hedging strategy to manage heavy oil basis differential volatility. For 2026, approximately 

45% of its net heavy oil basis differential exposure is hedged at a WTI-WCS basis differential of US$13.20/bbl. 

 

 

2026 Outlook 

 

Baytex entered 2026 as a focused Canadian producer with a high-quality asset base centered on heavy oil operations 

and an attractive position in the Pembina Duvernay. 

 

Baytex’s 2026 budget, released in December 2025, targeted annual production of 70,000 boe/d, representing 3% 

to 5% organic growth year-over-year, with E&D expenditures of $625 million. This plan is designed to deliver 

disciplined growth while investing in the long-term infrastructure and exploration to support future value creation. 

Baytex has significant inventory depth and optionality across its portfolio to support its current plan and potentially 

accelerate growth beyond these levels. Baytex has increased their 2026 production forecast to 71,000 Boepd. 

 

Running Room 

 

Baytex’s heavy oil assets comprise 750,000 net acres and 1,100 drilling locations, supporting approximately 12 

years of drilling at its current pace of development. Baytex currently has five drilling rigs active across its heavy 

oil fairway targeting the Clearwater at Peavine and the broader Mannville stack in Lloydminster.  
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Baytex expects to bring 91 heavy oil wells onstream in 2026. 

 

Baytex’s 2026 program will see increased exploration activity, including stratigraphic tests, step-out wells and 3-D 

seismic, to expand its development inventory and test new play concepts across its extensive heavy oil fairway. In 

addition,  

 

Baytex is advancing two waterflood pilot projects at Peavine, blending the attractive capital efficiencies of multi-lateral 

primary development with the potential for enhanced recovery and moderated decline rates. 

 

In the Duvernay, Baytex has assembled 91,500 net acres and identified approximately 210 drilling locations. 

Production is expected to increase 35% to average approximately 11,000 boe/d in 2026, with a target year-end exit 

rate of 14,000 to 15,000 boe/d. Baytex currently has one rig drilling a four-well pad on its southern acreage. Completion 

operations are scheduled for the second quarter with the wells expected to be onstream by mid-year. The remaining 

two pads are expected onstream during the third and fourth quarters. 

 

Guidance Update July 30, 2026 

 

Supported by strong well performance, annual production guidance has been increased to approximately 71,000 boe/d,  

representing 8% annual production growth in 2026 and a target exit rate of approximately 72,000 boe/d in Q4. The 

updated production guidance is driven by outperformance from our first Gilby Duvernay pad along with strong results 

across our heavy oil portfolio, where new well performance at Peavine exceeded internal expectations. Disciplined 

execution of our capital programs remains a priority, with exploration and development expenditures guidance 

unchanged at approximately $625 million. 
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Net Income and Cash Flow Forecast Model 
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