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Investment Thesis Target Price $150-170 
 
We recommend a BUY rating for Vistra Corp (VST) with a target price range of 
$150–$170 and a DCF-target price of $166, representing a 44% upside from the 
current stock price. We believe despite the high level of volatility Vistra’s stock 
price has fared since the beginning of 2025, we remain firm in our opinion that 
the company is positioned well to capitalize on high power demand forecasts 
 
Drivers of Thesis 

• High Demand Forecasts for Electricity 
In 2025, we forecast power demand for electricity to increase driven by AI 
datacenter growth, West Texas oilfield electrification, potential resurgence 
in domestic manufacturing, and rapid population growth in Texas.  

• Leveraging a Favorable Energy Policy Landscape 
The Trump administration’s supportive policy stance on nuclear and coal 
generation enables VST to maximize revenue across its energy mix, in 
addition to a steady income stream from Nuclear Production Tax Credits. 

Risks to Thesis 

• Stock Price Volatility with AI News 
Vistra has over a 0.75 correlation to NVDA, resulting in more short-term 
fluctuations that makes Vistra’s stock price sensitive to AI and tech related 
news and market expectations. 

• Recession Concerns 
Uncertainty around global tariffs has increased the possibility of a recession, 
potentially leading to reduced industrial and commercial electricity demand 
as well as more conservative energy usage among residential customers.  

 

Henry Fund DCF $166 
Henry Fund DDM $105 
Relative Multiple $103 
Price Data  
Current Price $115 
52wk Range $64- $199 
Consensus 1yr Target 167 
Key Statistics  
Market Cap (B) $39 
Shares Outstanding (M) 340 
Institutional Ownership 86% 
Beta 1.21 
Dividend Yield 0.79% 
Est. 1yr Growth 14% 
Price/Earnings (TTM) 16.54 
Price/Earnings (FY1)  
Price/Sales (TTM) 2.31 
Price/Book (mrq) 12.39 
Profitability  
Operating Margin 14% 
Profit Margin 15% 
Return on Invested Capital 10% 
Return on Equity (TTM) 51% 

 

Earnings Estimates 
Year 2022 2023 2024 2025E 2026E 2027E 
EPS 

HF est. 
$-3.26 
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- 
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Growth 21.19% -209.82% -95.53% -10.42% 30.30% 16.65% 

12 Month Performance Company Description 

 

Vistra Corporation, headquartered in Irving, 
Texas, is a leading integrated energy company 
engaged in electricity generation, and wholesale 
and retail electricity sales. With a diverse energy 
mix of natural gas, coal, nuclear, solar, and 
battery storage assets, Vistra serves 
approximately five million customers across 16 
US states and has a combined generation 
capacity of 41,000 MW. The company operates in 
competitive, deregulated markets, specifically in 
Texas and the Northeast/Midwest 
interconnections, ensuring efficient, reliable 
energy delivery in these regions.  
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COMPANY DESCRIPTION 

Vistra Corporation is an integrated retail electricity and 
power generation company headquartered in Irving, 
Texas. The company generates and supplies electricity to 
approximately five million residential, commercial, and 
industrial customers, produced from a diverse range of 
energy sources including natural gas, coal, nuclear and 
solar energy. Vistra also operates the largest battery 
storage facility in the world with a total capacity of 400 
megawatts (MW) located in Santa Cruz, California.   

Vistra was formed in 2016 following the bankruptcy and 
restructuring of Texas Competitive Electric Holdings 
(TCEH), and following a series of acquisitions, Vistra is now 
one of the largest retail electricity providers in the US with 
a combined net capacity of nearly 41,000 megawatts 
(MW).  

The company has five operating segments – Retail, Texas, 
East, West, and Asset Closure. A former sixth segment, 
Sunset, was reallocated into the Texas and East segments. 

Seeking Alpha - VST 

Energy Mix 

Retail electricity markets allow customers the freedom to 
choose their electricity provider, promoting competition 
among suppliers. This also gives consumers greater 
influence over the energy mix used to generate their 
electricity, such as selecting providers that offer 
renewable or low-emission options.  

As a power generator, Vistra maintains a diverse energy 
mix that includes natural gas, coal, nuclear, and solar 
energy. This ensures grid reliability as renewable energy 

sources can be intermittent and support Vistra’s efforts to 
transition toward cleaner energy sources. 

VST 2024 10-k 

Retail 

Retail, in electricity markets, refers to the sale of 
electricity, natural gas and related services, such as 
thermostats, dashboards and energy efficiency programs, 
to an end user of electricity. This is the primary revenue 
generating segment for Vistra and contributed to 68% of 
Vistra’s total revenue in 2024.  

The company operates in deregulated power markets, 
where electricity generation, transmission, and 
distribution are separated, and replaces traditional 
vertically integrated monopolies in the utilities sector. In 
these markets, electricity prices are determined by supply 
and demand rather than being fixed by utilities. Now, 
nearly two-thirds of the US electric grid is deregulated, 
allowing companies like Vistra to compete in the 
generation of power and retail supply of electricity 
through its subsidiaries like TXU energy, focusing on the 
Texas segment, in addition to Ambit Energy, Dynegy 
Energy Services, Homefield Energy, TriEagle Energy, Public 
Power, and U.S. Gas & Electric.  

Vistra has operations across three geographic regions-
Texas, East, and West – positioning the company within six 
of the ten U.S. Independent System Operators and 
Regional Transmission Organizations (ISO/RTO). These 
regulatory bodies manage and have oversight into the 
electric grids either within a single state – ISO, or across 
multiple states – RTO.  They are responsible for ensuring 
that the US electricity markets operate competitively, 
reliably, and efficiently.  
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In 2024, 69% of retail revenue was from Texas and the 
remaining 31% is attributed to the Northeast and Midwest 
regions. In total, Vistra supplies retail electricity across 16 
US states and serves 2.6 million customers. 

In 2025, we expect ERCOT to contribute the highest 
revenue growth at 10.5%, followed by an average of 9.5% 
growth until 2028. For the rest of our forecast period, we 
maintain modest growth at around 3%. These assumptions 
are primarily driven by high demand expectations in Texas 
through residential growth but also from a wave of tech 
companies and data centers establishing their businesses 
in the region.  

Power Generation  

Texas 

Total Generation Capacity: 19,031 MW 
ISO/RTO: ERCOT 
Proportion of VST Capacity: 47% 

Texas comprises of the ERCOT ISO – Electric Reliability 
Council of Texas. ERCOT is a centrally dispatched market 
structure, meaning that all wholesale power generators 
submit bids on the day-ahead market based on forecasted 
load or demand. The bids include their cost and capacity 
to generate electricity and ERCOT, acting as the system 
operator, then determines which generators will be 
dispatched, or transmitted into the grid, and how much 
electricity each generator should produce to meet 
expected demand. 

While all dispatched generators in a region are paid the 
same price per MW/h, their actual profits vary. This is 
because profit depends on each generators cost to 
produce electricity. Generators with lower production 
costs earn higher margins, while those with higher costs 
earn less or may not be dispatched at all.  

VST 2024 10-k 

East 

Total Generation Capacity: 19,746 MW 
ISO/RTO: PJM, ISO-NE, MISO and NYSIO 
Proportion of VST Capacity: 49% 

The East segment has the highest generation capacity 
within Vistra’s portfolio. It operates primarily in wholesale 
markets, but also in capacity markets, unlike ERCOT.  

In capacity markets, power suppliers are paid not just for 
the electricity they generate, but also for committing to 
supply power on demand when needed, sometimes even 
years in advance. These payments ensure long term grid 
reliability, especially during peak demand periods or 
unexpected outages. Unlike ERCOT, which operates in 
wholesale markets only, where generators are 
compensated based on actual energy supplied, capacity 
markets provide an additional revenue stream for East and 
West segment assets, contributing to more stable cash 
flows. Vistra reports their committed capacity revenue 
expectations as prices are hedged and in 2024, is expected 
to contribute to $1.1 billion.  

VST 2024 10-k 

 West 

Total Generation Capacity: 1,880 MW 
ISO/RTO: CAISO 
Proportion of VST Capacity: 4% 

Vistra’s West segment accounts for the smallest share of 
the company’s total generation capacity, representing 
approximately 4% of its portfolio. This segment operates 
in the California Independent System Operator geographic 
segment.  
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Similar to the East, the West segment participates in both 
wholesale electricity markets and capacity markets. 
Despite its smaller size in terms of generation capacity, the 
West segment holds strategic importance as Vistra is a 
leader in battery storage. The company owns and operates 
the Moss Landing Energy Storage Facility in California, the 
largest battery storage facility in the world, with a current 
energy storage capacity of 400 megawatts (MW). This 
facility plays a critical role in grid reliability and supporting 
renewable transition ambitions. As more intermittent 
sources of energy like solar and wind grow, battery storage 
facilities allow energy to be stored in lithium-ion batteries 
and can be utilized when load demands are high.  

VST 2024 10-k 

Asset Closure  

As part of its Asset Closure segment, Vistra is responsible 
for safely retiring its power generation assets. This 
includes decommissioning nuclear plants by removing 
radioactive materials, reclaiming and restoring land that 
was impacted by lignite coal mining, and closing coal ash 
basins to prevent groundwater contamination. This 
liability, while a relatively minor cost to the company, is an 
important process that must be done safely and following 
environmental regulations. In 2024, asset closure reported 
$126 million in operating losses which is consistent to 2023 
levels as well.     

Revenue and Cost Structure  

Sales and Operating Revenue 

Vistra realizes revenue linked to the sale price of 
electricity, which is influenced by both retail and wholesale 
market conditions.  

In wholesale markets, electricity prices generally follow 
trends in natural gas prices even when electricity is 

generated from other sources such as coal, nuclear, or 
solar, as that remains as a dominant source of power 
generation in the US currently.  

On the retail side, Vistra earns revenue by selling 
electricity directly to end customers. While retail prices are 
typically more stable than wholesale prices, the company’s 
margins depend on its ability to manage the cost of 
electricity generation. Additionally, the sales price varies   

As Vistra has exposure in both power generation facilities 
and retail sales, this helps stabilize their revenue. 
Additionally, the company hedges 99% of their expected 
generation volumes, further reducing exposure to 
commodity price volatility 

Over the next four years, we expect there to be significant 
growth within retail and wholesale revenue due to higher 
demand for electricity in general, but also due to growth 
in AI and data center growth, expected at around 55 
gigawatts (GW) of power and oilfield electrification, 
specifically in the Permian basin, adding an additional 20 
GW of power. We also forecast natural gas prices to 
improve driving revenue growth.  

Cost of Revenues 

For electricity generators, the most significant cost driver 
is the cost of their input fuel, and delivery costs. For Vistra, 
this includes the price of natural gas, uranium and coal and 
the costs associated with securing these inputs to the 
necessary generation facilities.  

While Vistra does not explicitly disclose its fuel supply 
sources, we are uncertain whether tariffs could materially 
impact input costs. However, in its 2023 Sustainability 
Report, the company noted having 73 suppliers. If this 
level of supplier diversity remains consistent, it may help 
reduce any supply chain risk and lower the impact of  
potential trade related disruptions with fuel procurement.  

Over the next four years, we forecast natural gas prices to 
remain in the mid to upper $3 range. Additionally, in our 
model, we assume operating costs at an average of 12.5% 
of sales revenue, which aligns with Vistra’s historical cost 
structure. This has remained relatively consistent over the 
past five years.  
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ESG Analysis 

Vistra has made ESG a core component of its long-term 
strategy. The company has set ambitious goals, including a 
60% reduction in Scope 1 and 2 greenhouse gas emissions 
by 2030, and a commitment to achieving net-zero 
emissions by 2050. Scope 1 and 2 emissions refer to direct 
emissions from operations and indirect emissions from 
purchased energy. As of 2023, the company had already 
achieved a 50% reduction in emissions. Since 2018, Vistra 
has also increased its zero-carbon generation capacity by 
200%, supporting its broader mission to provide 
affordable, reliable, and sustainably produced energy. 
Additionally, many of the coal generation facilities in 
Vistra’s portfolio have planned retirement dates where 
some will be repurposed into natural gas facilities.  

Vistra’s ESG strategy also gives them a competitive 
advantage in deregulated markets, where customers 
choose their electricity providers. The company offers 
100% renewable energy options, primarily solar-
generated power, to interested customers through its 
retail brand, TXU Energy, which has seen a 15% increase in 
residential customers opting for these renewable plans. 

However, a fire at the Moss Landing Battery Storage 
Facility in California was a major setback for the company. 
Although the cause is still under investigation, the incident 
has sparked a lawsuit on why there were inadequate 
preventive measures to contain the fire. This led to 
evacuations in nearby communities and raised concerns 
about the company’s risk management. 

Although Vistra does not have the lowest ESG risk score in 
its peer group, its score is relatively lower, as some of its 
peers have a larger share of coal power generation in their 
portfolios.  

MorningStar – Sustainalytics 

RECENT DEVELOPMENTS 

2024 Q-4 Earnings Announcement 

On February 27, 2025, Vistra announced its Q4 2024 
earnings, and reported an EOS of $2.38, surpassing EPS 
consensus estimates by $1.39. Vistra also reported a 
significant beat in its revenue expectations by $13.5 
billion.  

Despite the major gains, the stock price dropped by nearly 
8% following its earnings call. This decline can be 
attributed to growing concerns that projections for 
electricity demand are largely driven by AI datacenter 
growth, which investors are concerned may be 
overinflated.  

Management Guidance 

In 2025, Vistra is expected to invest $2.28 billion in capital 
expenditure. Around 40% of the cost will go towards 
maintaining their nuclear and fossil fuel power plants and 
this allocation is consistent to previous years averaging 
around 42%. Another major investment is into solar and 
energy storage development and nuclear fuel 
procurement.  

Moss Landing Battery Facility Fire 

On January 16, 2025, the Moss Landing Power Plant, the 
world’s largest battery storage facility, caught on fire 
burning a majority of the approximately 100,000 lithium-
ion batteries inside the facility. While there has been no 
official count of how much damage has been done, over 
1,000 residents from nearby communities have had to 
evacuate with concerns over air and water safety. This fire, 
not the first, but the most severe since the facility opened 
in 2020, is currently facing a lawsuit led by Erin Brockovich 
on inadequate safety measures and precautions that could 
have prevented the fire.  

Vistra reported that they will write off $400 million as 
depreciation expense in Q1 2025 as a direct result of the 
Moss Landing fire. Additionally, Vistra expects further 
costs relating to the ongoing lawsuit and the loss of 
revenue from having to shut down plant operations.   

AI/Tech Stock Selloff 

Early in 2025, Deepseek, a Chinese AI startup, developed a 
reportedly more efficient AI model that required 
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significantly fewer microchips and less energy usage in 
computing power. While major technology firms, 
specifically the Magnificent 7, faced the worst of the selloff 
following the news release, utility stocks were the second 
most impacted by the news. The selloff in utility 
companies stemmed from concerns about future power 
demand, as AI and data centers have been major growth 
drivers for the sector. 

Vistra’s stock plunged by nearly 30% following the news 
and has yet to recover. The company had forecasted an 
additional 55 gigawatts of energy demand over the next 
several years due to expected data center expansion. This 
news now questions whether there may be more efficient 
methods for computing power and less demand for 
electricity in turn.  

MorningStar  

Energy Policies 

Nuclear Energy 

Vistra operates the second largest nuclear energy plant 
fleet in the US following Constellation Energy. Under the 
Inflation Reduction Act, created under the Biden 
Administration, the Production Tax Credit (PTC) has 
become a notable revenue source for Vistra, generating 
$556 million in 2024 or $15 per MW/h.  

Unlike other IRA policies like Renewable Tax Credits, which 
are currently being repealed, PTC’s are not under threat by 
the new Trump administration. This is largely because 
nuclear energy is the expected energy source for the 
Stargate AI hyperscaler infrastructure development plans. 
As Chris Wright, the Energy Secretary said, the department 
will “unleash commercial nuclear power in the United 

States.” The political environment for Vistra’s nuclear 
ambitions remains favorable.  

Coal  

Early April, in 2025, President Trump issued an Executive 
Order aimed at reviving the coal industry, with the goal of 
steadying grid supply, lowering electricity costs for 
consumers, and increasing US energy security. While this 
policy provides clear support for coal mining and coal 
power plants, Vistra is not likely to significantly increase 
coal production or delay its planned coal plant 
retirements. US Coal supply has rapidly been declining 
over the past decade, and while this order offers Vistra 
more optionality in its energy mix, deviating from its 
current generation strategy could undermine the 
company’s progress toward sustainability and net-zero 
targets. We expect that this order will provide flexibility for 
the company rather than shifting Vistra’s long-term energy 
plans. 

INDUSTRY ANALYSIS 

Market Structure 

As mentioned earlier, the utilities sector is broadly 
categorized into regulated and deregulated markets, 
which determine how electricity prices are set. Vistra 
operates in deregulated markets, where there is 
competitive pricing among retailers, and multiple 
companies engaged within the supply chain. Utilities, 
regardless of which market they operate in have high 
barriers of entry due to significant investment and capital 
into infrastructure and need to follow strict compliance 
with safety, and environmental regulations.  

Electricity as a Commodity 

Electricity ultimately is a fungible commodity, but margins 
can vary significantly among generators due to differences 
in fuel costs, generation efficiency, age of the plant, and 
any government incentives or tax credits on the 
generation source. Electricity margins, or the spark spread, 
indicate the price difference between the market price of 
electricity and the cost of the natural gas used to generate 
it. It is as a key profitability metric for gas power plants. A 
higher spark spread implies higher margins, so generators 
are earning more per unit of electricity sold after 
deducting fuel costs. However, it is important to note that 
this represents general utility industry profitability and not 
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a particular generator as energy mixes vary and power 
plant efficiency can differ.  

Demand Drivers  

While datacenters have been attributed as the primary 
driver for growth in utility companies like Vistra and 
Constellation Energy, recent market reactions suggest that 
expectations around this trend may be overinflated in the 
short term. The buzz around AI infrastructure has created 
high volatility in utility stock prices, especially as investors 
react to technological or efficiency breakthroughs as was 
seen with Deepseek. However, as shown in the Goldman 
Sachs chart below, electricity demand is continuing to rise 

even when excluding AI data center growth. This indicates 
that more stable demand drivers will contribute to Vistra’s 
investments and stock price ultimately.  

Goldman Sachs 

Other key contributors to electricity demand include 
seasonal weather patterns, particularly during periods of 
extreme heat or cold, which increase usage of heating and 
cooling systems. In regions like Texas, summer peak 
demand is especially significant due to higher use of air 
conditioning. Population growth, especially in high-growth 
states like Texas, will continue to boost residential and 
commercial electricity consumption.  

Industrial electrification, including the shift of oilfield 
operations and manufacturing processes toward electric 
power, is another emerging driver. In addition, the 
broader energy transition—with sectors like 
transportation, logistics, and heavy industry gradually 
moving away from fossil fuels toward electric solutions—
is expected to steadily increase baseline electricity 
demand over the next decade. 

PEER COMPARISONS 

Key Players 

AES Corporation 

AES Corporation is a global energy company involved in 
power generation, distribution, and storage. AES is 
headquartered in Arlington, Virginia, and operates in 15 
countries across North and South America, Asia, and the 
Caribbean. The company operates a portfolio of 
generation assets totaling approximately 30,000 
megawatts (MW), including natural gas, coal, 
hydroelectric, wind, solar, and battery storage 
technologies. In 2018, AES partnered with Siemens on a 
joint-venture, Fluence, to develop grid storage solutions. 
 
Constellation Energy 

Constellation Energy is headquartered in Baltimore, 
Maryland and operates a generates nearly 32,000 MW. Its 
portfolio is primarily composed of nuclear facilities, along 
with natural gas and renewable assets. Constellation 
serves both wholesale and retail electricity markets, 
supplying power to more than 20 million homes and 
businesses. In 2024, the company announced plans to 
repower the Three Mile Island nuclear reactor to support 
its long-term power purchase agreements with major tech 
firms, including Microsoft and Amazon Web Services. 
These agreements are aimed at delivering electricity to 
meet the rising clean energy demands of data centers 
 
Entergy 

Entergy Corporation is a US utility company focused on 
power generation and distribution, with operations 
primarily in the South, specifically Arkansas, Louisiana, 
Mississippi, and a small portion of Texas. Entergy is 
headquartered in New Orleans, Louisiana, and operates a 
generation portfolio of approximately 24,000 MW, 
including nuclear, natural gas and renewable assets. The 
company serves more than 3 million customers and 
operates in regulated markets, providing a more stable 
revenue stream compared to competitive retail providers 
in deregulated markets like Vistra. 
 
NextEra Energy 

NextEra Energy, headquartered in Juno Beach, Florida, 
operates through Florida Power & Light, its regulated 
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utility serving over 12 million people, and NextEra Energy 
Resources, its competitive energy generation segment. 
With over 60,000 megawatts (MW) of total capacity, the 
company has operations in Texas, California, the Midwest, 
and the Northeast. NextEra aims to achieve net-zero 
emissions by 2045, making it one of the most ambitious 
players in the utility sector in its energy transition.  
 
NRG Energy 

NRG Energy is an electricity generator with a strong retail 
energy presence. Headquartered in Houston, Texas, NRG 
operates primarily in deregulated markets, with a 
presence in Texas, the Northeast, and parts of California. 
It serves over 7.5 million customers through its retail 
brands such as Reliant, Direct Energy, and Green Mountain 
Energy. NRG owns a diverse generation portfolio of 
approximately 18,000 MW, spanning natural gas, coal, oil, 
and renewables.  
 
Talen Energy 

Talen Energy is an independent power producer 
headquartered in Houston, Texas, operating in the Mid-
Atlantic region. The company owns and operates 
approximately 12,400 MW of generation capacity, 
including natural gas, coal, and nuclear assets. A key part 
of Talen’s strategy involves its transition toward cleaner 
energy through Cumulus Data, a wholly owned subsidiary 
focused on developing carbon-free digital infrastructure. n 
2024, a proposed deal between Amazon and Talen to 
purchase a nuclear-powered data center adjacent to 
Talen’s Susquehanna nuclear facility in Pennsylvania fell 
through after being rejected by the Federal Energy 
Regulatory Commission (FERC).  
 

Comparison Metrics 

Company Stock Price Mkt Cap Div. Yield % 

VST $115.75 $39.4 bil 0.77% 

AES $9.96 $7.1 bil 7.00% 

CEG $204.19 $63.9 bil 0.76% 

ETR $82.24 $35.9 bil 2.92% 

NEE $65.64 $137.7 bil 3.39% 

NRG $98.09 $19.9 bil 1.79% 

TLN $203.20 $9.3 bil - 
Yahoo Finance 

Gross Margins 

Gross margins, are important indicators for electricity 
generators, as they reflect how profitable a company is 
relative to the cost of its fuel inputs, such as natural gas or 
uranium. While realized electricity prices are typically 
uniform across generators within a given region, actual 
profitability varies based on plant efficiency, fuel 
procurement costs, and the type of energy source used. 

Among its peers, Vistra has the highest gross margin, 
which signals that the company has a more efficient 
generation system, lower fuel procurement costs, and an 
optimized energy mix. This reflects Vistra’s competitive 
advantage in generating electricity at a lower cost relative 
to the market price.  

Yahoo Finance 

Net Capacity 

Net capacity refers to the maximum amount of electricity 
that a power plant can produce and deliver to the grid net 
of the power used to generate the plant itself. Excluding 
AES Corp which reported only its gross generation 
capacity, Vistra leads its peer group in net generation 
capacity. We anticipate this to continue growing as the 
company repurposes its older facilities and update 
efficiencies across its plants 

Individual Company 10-k 
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Capital Expenditures 

We also looked at 2025 expected capital expenditures as 
an indicator of how much each company is investing in 
long-term infrastructure and capacity expansion. A few 
peers like NRG energy and Talen did not have any 
management guidance on 2025 capital expenditures, but 

excluding them, NextEra Energy leads the group at the 
highest forecasted capex. Vistra is on the lower end of 
capex spending, which may be a positive thing, given the 
market volatility and growing uncertainty around how 
much electricity demand will actually come from data 
center expansion in the near term. 

Factset, Investor Presentations 

ECONOMIC OUTLOOK 

GDP Growth  

GDP growth is a key indicator of economic activity relating 
to industrial and commercial activity, and residential 
development, all of which drive higher demand for 
electricity. With the ongoing political and economic 
uncertainty caused by the Trump tariffs, there is a high 
possibility of a recession in the upcoming months. A 
downturn could weaken demand as industrial activity may 
go down and consumers become more conscious of their 
energy usage. Typically, utility stocks, during economic 
downturns are considered defensive, however with the 
increased correlation between tech stocks and utilities, 
that is no longer the case for companies like Vistra and 
Constellation Energy, which have high demand 
expectations stemming from datacenters.  

Tariffs 

The global tariffs imposed under the Trump 
Administration are aimed at revitalizing the manufacturing 
sector within the US. For decades, many US corporations 
have largely been outsourcing their production processes, 
particularly in the Asian region, with countries like China 
and Vietnam, where labor costs are lower. However, as the 
US does not currently have sufficient manufacturing 
capabilities to produce much of what we import, there 
have been concerns over a possible recession in the short-
term.  

On the flipside of that argument, if manufacturing was 
reshored back to the US, boosting industrial activity, this 
could be a possible growth driver for electricity demand. 
However, this impact is likely to be realized much later, as 
the development of new manufacturing facilities would 
take several years. Further, the uncertainty remains high, 
especially as tariffs have been paused again with the 
exception of those on China. This makes it difficult to 
predict US manufacturing growth and the effects of the 
sector on electricity demand.  

VALUATION 

Revenue Forecasts 

Vistra’s revenue can broadly be divided into two 
categories: Revenue from Contracts with Customers, 
which includes retail and wholesale electricity sales as well 
as capacity market revenues, and Other Revenue, which 
comprises of nuclear production tax credits (PTC) and both 
realized and unrealized hedging gains. Approximately 85% 
of Vistra’s total revenue comes from the first category, 
making retail contracts the primary driver of revenue. 

In our revenue forecasts, we project an average 8.8% 
growth rate in ERCOT retail sales through 2028. Due to 
rapid electrification efforts of oilfield operations in the 
Permian Basin, continued population growth, and the 
expansion of AI-related data centers, this supports our 
growth forecasts. According to the Texas Demographic 
Centers low base case migration scenario, Texas is 
expected to gain an additional one million residents by 
2028, further contributing to demand growth. 

We also forecast wholesale electricity prices to rise by an 
average of 9% over the next four years, largely due to 
increased demand expectations. Additionally, we expect 

$1.9 

$7.4 $8.0 

$19.5 

$2.3 

AES CEG ETR NEE VST
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nuclear production tax credits to become a growing source 
of revenue for Vistra. While nuclear energy has policy 
support under the current administration, we anticipate 
that it will be a steady growth segment due to the longer 
project times required for expanding nuclear capacity and 
developing new solar and battery storage projects. 

Capital Structure 

Debt Financing 

In Vistra’s Q4 2024 earnings call, the company announced 
its commitment to maintaining a long-term net leverage 
target below 3.0x. This indicates Vistra's intention to keep 
its net debt at less than three times its adjusted EBITDA.  

Vistra’s credit rating was recently upgraded following this 
to a BB+ debt rating. We followed a straight-line payoff 
schedule beyond 2030 in out forecast period.  
 

Fiscal Year Payment 

2025 $885 mil 

2026 $1,792 mil 

2027 $3,427 mil 

2028 $27 mil 

2029 and beyond $10,338 mil 
FactSet DCS 
 

Equity Financing 

As of Q4 of 2024, Vistra has a $1.9 billion share buyback 
authorization, which it plans on carrying out till the end of 
2026. In the span of 5 years, the company’s weighted 
average shares outstanding has gone from 489 million to 
345 million in 2024, which is around a 30% decrease. In the 
2024 Q4 Earnings call, the company emphasized their 
commitment to shareholder value generation and is 
targeting $300 million in dividends annually to be 
distributed.  

In our model, we assumed share repurchases through 
2028, following the company’s ESOP payoff schedule with 
a strike price of $19.97. While the company also has 
preferred stock, we kept those numbers consistent in our 
forecast period.  

WACC 

We calculated a weighted average cost of capital (WACC) 
of 8.67% incorporating the reported 2024 balance sheet 
debt weights, a 10-year Treasury bond yield of 4.15% as 

the risk-free rate, a 1.21 2-year beta, a 5.67% pre-tax cost 
of debt, and a 5% equity risk premium. As Vistra has 
preferred stock as well, we took that into consideration in 
out WACC calculations.  

DCF and EP Model  

We computed a target price of $153.67 for Vistra Corp 
based on our DCF and EP model. This reflects nearly a 40% 
upside from what the stock is currently trading at. We felt 
this model aligns best with our assumptions in retail 
electricity growth as well as Vistra’s generation 
capabilities.  

DDM Model  

We arrived at a DDM price of $104.84, which is a 9% 
discount from what the current stock is. Vistra has 
highlighted its commitment to shareholder returns by 
targeting $300 million in dividends annually. However, we 
view Vistra primarily as a growth-oriented company, with 
significant upside potential. As dividends are likely to 
remain a secondary priority following reinvestment and 
capital expenditure plans, we placed less emphasis on the 
DDM in our overall valuation.  

Relative Valuation  

Our relative valuation model yielded target price of $105.1 
for Vistra in 2025, reflecting an 8% discount to its current 
stock price. This model was based on a peer comparison 
that included AES Corporation, Constellation Energy, 
Entergy, NextEra Energy, NRG Energy Inc, and Talen 
Energy Corp. However, we found this model less effective 
due to key differences among peer companies, including 
differences in energy mix, varied geographic exposure, and 
business models. Some peers are more generation 
focused, while Vistra has a significantly larger revenue 
segment from retail electricity sales. Additionally, 
wholesale electricity prices can vary notably across 
regions, which makes comparison difficult. As a result, we 
placed less weight on the relative valuation model in our 
overall analysis. 

Analyst Price Targets 

Comparing our three valuation models to the average 
consensus stock price of $177.44 among a range of $120 
to $186, we believe that our assumptions are slightly 
below line with the market. While we remain optimistic 
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about Vistra’s long-term growth, driven by rising power 
demand, we also expect increased short-term volatility. 
Tech-related news and broader recession concerns could 
temporarily contract some of that growth momentum and 
impact investor sentiment in the near term 

Sensitivity Test 

We evaluated our model price against various risk-free 
rate inputs and equity risk premium’s to determine how 
sensitive Vistra’s pricing is to these variables. We found 
that the stock price is significantly impacted by a low-risk 
free rate as cash flows will be discounted at a lower rate 
and in addition to having low risk premiums, having more 
investor confidence will boost Vistra’s stock price.  

 

KEYS TO MONITOR 

Overall, Vistra is well-positioned to benefit from several 
long-term trends that are expected to shape electricity 
demand in the US. The rapid infrastructure development 
plans of AI data centers, electrification of oilfield 
operations, such as in the Permian basin, and potential 
reshoring of domestic manufacturing are all driving 
increased power demand forecasts and particularly in 
Texas, where Vistra has a strong presence. Additionally, 
supportive nuclear and coal energy policies, further 
strengthen Vistra’s ability to generate consistent returns 
from its diverse generation portfolio. The Nuclear 
Production Tax Credit also provides a reliable revenue 
stream. 

On the other hand, Vistra’s stock has shown strong 
correlation to movements in the tech sector, making it 
more reactive to fluctuations in investor confidence 
toward AI growth. It will be important to monitor whether 
this correlation is benefitting or further worsening the 
stock’s performance.  

Broader economic uncertainty, including the threat of a 
recession tied to global tariff policies, could slow industrial 
activity and electricity demand. Residential customers may 

also cut back on usage in response to tighter household 
budgets. Even with current uncertainties, Vistra’s 
balanced strategy allows it to manage short-term 
pressures while still staying on track with long-term energy 
trends. 

Overall, we recommend a buy rating for Vistra Corp with a  
target price range of $150–$170 and a DCF-target price of 
$166, representing a 44% upside from the current stock 
price.  
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DISCLAIMER 

Henry Fund reports are created by graduate students in 
the Applied Securities Management program at the 
University of Iowa’s Tippie College of Business. These 
reports provide potential employers and other interested 
parties an example of the analytical skills, investment 
knowledge, and communication abilities of our students. 
Henry Fund analysts are not registered investment 
advisors, brokers or licensed financial professionals. The 
investment opinion contained in this report does not 
represent an offer or solicitation to buy or sell any of the 
aforementioned securities. Unless otherwise noted, facts 
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and figures included in this report are from publicly 
available sources. This report is not a complete 
compilation of data, and its accuracy is not guaranteed. 
From time to time, the University of Iowa, its faculty, staff, 
students, or the Henry Fund may hold an investment 
position in the companies mentioned in this report. 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 



 



 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 



 

 

 

 

 

 

 

 

 



 

 

 

 

 

 



 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 


