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Company Overview
Talen Energy owns facilities that generate electricity and sell it wholesale to the grid, utilities, and increasingly directly to data centers  
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Business Overview Revenue Generation
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Physical Bilateral 
Contracts

Other

Contracted Revenue 
(fixed, predictable cash 

flows) = 22%

Merchant Revenue 
(market-driven, variable 

cash flows) = 78%

Talen Energy is an independent power producer that 
provides electricity and operates a ~13 GW portfolio 
of  nuclear, natural gas, and coal plants primarily in 
the PJM grid region. Its customers are wholesale 
power markets, grid operators, and large technology 
companies that need power for data centers. 

Talen is actively transitioning away from being a 
merchant generator toward a contracted company, 
led by its front-of-meter nuclear PPA with AWS.

From Bankruptcy to $18B Contract with AWS

Key Costs

Fuel & Energy 
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Amazon 
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to construct 
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PPA Live: 
960 MW

direct wire to 
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Full Ramp: 
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AWS pays a 
premium for a 
24/7 certain 
power source
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replicate 
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Expiry

$18B, 17-year, 
locked 

regardless of  
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Generation Fleet

Natural Gas
8.5 GW Nuclear

2.5 GW

Coal
2.0 GW ~13 GW total capacity 

across PJM grid



Industry Overview
The US power generation industry produces 4,400 TWh of  electricity annually and is a market worth $490B that is crucial to the economy 

Overview Competitive Advantage Stock Setup Investment Theses Valuation Risks and Mitigants

Competitive Landscape General Industry Trends

US Electricity Demand (TWh): Historical and Projected

• Revenue is tied to spot electricity 
prices: earnings swing with market 
conditions and capacity auctions 

• No long-term offtake agreements 
• Valued at lower multiples (5 - 7x 

EBITDA) because earnings are 
unpredictable and cyclical

• Revenue depends on agreements: 
earnings are predictable 

• Take-or-pay contracts eliminates 
volume risks on counterparty side

• Valued at higher multiples (12 - 
16x EBITDA) because cash flows are 
stable, visible, and bond-like

Merchant Generators Contract Generators
Headwinds

• Supply is decreasing due to 
interconnection queues and 
deteriorating power plants  

• Rising cost of  capital slows 
down new builds and M&A 

• Regulatory hurdles create 
barriers to adding new baseload 
capacity at scale

Tailwinds
• Electricity demand is growing 

due to electrification, industrial 
reshoring, and technology loads 

• PJM capacity market prices have 
tripled in a single year

• Federal policy is accelerating the 
transition to nuclear with PTCs 
improving plant economics
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Competitive Advantage
Talen differentiates itself  as the only merchant nuclear operator with front-of-meter approval, converting assets into AI infrastructure
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Most competitors are carrying decades of  debt from utility-era capital structures. 
For example, competitors like Constellation carry legacy pension obligations, regulatory 

capital requirements, and old debt structures.

“Data Center Alley”
Susquehanna sits in the heart of  
the densest data center market in 

the world. Any new entrant 
wanting grid-connected power 
enters a 5-7 year PJM queue. 

Talen’s sites are already 
connected. Threat of  substitutes 

is low: can't replicate the 
geography or the queue position.

Post-Bankruptcy Balance Sheet = Aggressive M&A Capacity Nuclear + Gas Hybrid Structure

PJM Location + Interconnection Queue Operational Track Record

What a post-bankruptcy balance sheet entails: 
• Legacy liabilites wiped
• Restructured capital stack
• Financial flexibility to do aggressive deals 

(Freedom/Guernsey/Cornerstone) without baggage

Talen wiped the slate clean in 
2023. Their ability to do $3.4B 
acquisitions without breaking 
leverage covenants is a direct 

result of  the clean balance sheet. 
This is a structural advantage, 

not a cyclical one.

Nuclear provides 
24/7 contracted 

baseload that 
hyperscalers 

demand 

Gas provides 
dispatchable 
capacity that 
captures PJM 
auction upside

+ =

Talen is the only 
merchant 

operator that can 
offer a complete 
power platform

Susquehanna has 40+ years of  continuous operating history 
with a clean NRC safety record

When a hyperscaler signs a 17-year take-or-pay contract, the 
operator is equally as important as the asset

That track record is auditable, bankable, and impossible for 
new entrants to fake (new entrants like SMR developers and 
first-time nuclear operators cannot offer it)



Stock Setup and Key Debates
TLN has been down ~15% since the beginning of  2026 due to raised debt, which I believe provide grounds for a compelling long thesis
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Key Debates

• Will Talen sign a second major hyperscaler PPA to prove that 
AWS is a repeatable deal-type and not just a one-off? 

• Can the Cornerstone deal close on time and deliver the $500M+ 
EBITDA to bring leverage below 3.5x by end of  2026? 

• Is staying 60% unhedged in 2027 actually a stategic move? 
• Is the front-of-meter nuclear moat defensible, or will grid-

connected alternatives close the gap faster than expected?

General Bull Argument
• The AWS deal will permanently de-risk the earnings base 

regardless of  spot prices/peak demand movements
• Talen is the only company with approvals for a front-of-meter 

pipeline, making the second hyperscaler deal easier
• Management has already run the leverage toggle once 

successfully, so Cornerstone should follow the same playbook

General Bear Argument
• Total debt nearing $11B post-Cornerstone creates real ratings 

downgrade risk and, by verse, will increase borrowing cost
• Hedging is too much of  a bet and can capture high downsides
• For Talen, nuclear growth beyond Susquehanna is structurally 

limited and competitors might outpace them in terms of  how 
many power plants they own/customers they can provide to

Jul-25 Surge: $264
• $3.79B acquisition of  

Freedom/Guernsey announced 
• Increased investor confidence
• Stock surges as growth flywheel 

is confirmed ahead of  schedule

Jan-26 Dip Starts: $419
• Freedom/Guernsey acquisition 

announced Jan 15 ($3.9B new debt) 
• Net leverage projected to jump
• Investor concerns regarding credit 

rating and interest expenses

Oct-2025 ATH: $445
• Contracted revenue thesis priced in 

after two strong earnings quarters 
• Nuclear supply scarcity narrative
• Q3 results confirm EBITDA ramp



Thesis 1A: Talen Built the Hyperscaler Nuclear Template 
Talen secured the only front-of-meter nuclear approval in the US, making them the default partner for the next hyperscaler deal
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Market View The market treats the AWS deal as a one-off  tied to Susquehanna’s unique circumstances, not proof  of  a repeatable model

Variant PerspectiveNRC co-location and FERC front-of-meter approval already established, so the second hyperscaler will skip regulatory hurdles

Hyperscalers are Buying Certainty, not Cheap Prices Who Can Do the Next Deal?

X-Energy’s IPO Confirms the Undervaluation

Real Problem: AI model training costs $10M+ (power outages revert to 0)
*hyperscalers will pay a lot of  money to ensure stability

Data center developers who want grid-connected power enter a 5-7 year PJM interconnection queue

Structural moat is not replicable (at 
least not in the near future)

• Spring-26: front-of-the-meter switch
• Pros: Avoiding regulatory hurdles, 

power increase from 300 MW to 480 
MW, grid stability, investment returns

• Cons: Grid fees 

Amazon’s campus built 
directly at Susquehanna 

(behind-the-meter 
bypasses PJM grid)

Why Talen
• Less regulatory constraints (not a 

regulated utility, it’s an IPP)
• Legal precedent (already signed once)
• Susquehanna = PJM prime location
• Uprates to raise limit for production

Why Nuclear
• Nuclear runs at 90%+ capacity rate
• Runs 24/7 regardless of  weather
• Gas cannot offer this guarantee
• Carbon-free power
• Future with SMRs

Constellation
Regulated utility 0 nuclear MW available, can’t structure front-of-meter deals

Entergy
Regulated utility 0 nuclear MW available, state commission must approve every contract

Talen
Merchant generator

~400 MW available + Montour optionality1.9 GW contracted to AWS

Amazon is Talen’s AWS 
PPA customer 

Amazon is an equity 
investor in X-Energy 

Talen is to depoly xe-100 
SMRs at existing sites

Amazon isn’t just 
buying power 
from Talen:
they’re investing 
in infra. that will 
supply their next 
data center campus

X-Energy IPO (April 24, 2026)

• IPO’d at $23, jumped 30% to $30, and is 
now valued at $11.9B

• Talen = live $18B AWS contract + $1B 
EBITDA and trades at only ~$4.5B more

• Idea and reality are priced almost the same



Thesis 1B: The Flywheel Re-Rates Acquisitions 
Talen’s acquire-and-contract flywheel is converting merchant assets into infrastructure cash flows, driving EBITDA margins higher
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Market View The market sees Talen as a merchant power generator whose EBITDA fluctuates with spot prices and capacity auction outcomes

Variant PerspectiveEach acquisition converts to contracted cash flows and compounds EBITDA regardless of  spot prices, correlating to the stock price

Contracting Assets Strengthen the Balance Sheet 

Capacity Prices Compound into EBITDAAcquisitions Outlined

Talen Flywheel

BUY
Acquire power plants at 
cheap merchant multiples

CONTRACT
Sign data center deals, 
lock-in cash flows

RE-RATE
Commodity assets turned 
into infrastructure assets 

REPEAT
Use remaining FCF to 

buy the next plant

Susquehanna
• Nuclear, existing
• 2,500 MW
• AWS deal
• Still has ~400 MW 

merchant upside + 
uprate potential

Freedom/Guernsey
• Gas, existing
• $3.8B debt, 2.8 GW
• Acquired at 

merchant multiples  
(contractable to 
data centers)

Cornerstone
• Gas, pending close
• $3.5B debt, 2.5 GW 
• Bought explicitly to 

be contracted out
• More assets bought 

cheap before re-rate

Q4 2024 – Q1 2025 Q1 2025 – Q3 2025 Q3 2025 – Q4 2025

TLN Stock ↓~28% ($245 to $174) ↑ ~60% ($174 to $438) ↓~44% ($438 to $345)

Interest Coverage ↓ Decline (0.95 to -1.43) ↑ Rise (-1.43 to 3.93) ↓ Decline (3.93 to 1.66)

Debt/Equity ↑ Rise (2.15 to 2.54) ↓ Decline (2.56 to 2.06) ↑ Rise (2.56 to 5.53)

Interest coverage moves with the stock and D/E moves against it. This means that when the 
stock increases, the balance sheet is strengthening, and when it drops, leverage is building up.

Capacity prices skyrocketed 
from $29 to $333/MW-day, 
and this compounds directly 
into EBITDA, proving that the 
flywheel’s re-rating thesis is 
already playing, regardless of  
spot price volatility.
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Thesis 2: Talen’s Gas Fleet is Severely Underpriced
Talen’s gas fleet is defensible through RMR agreements, built for contracting, and deliberately unhedged in 2027 to capture spot price upside
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Market View Gas and coal are low-quality merchant assets that are exposed to commodity prices and have no durable competitive advantage

Variant PerspectiveCoal has locked-in RMR contracts, gas is being contracted to hyperscalers, and 2027 is deliberately unhedged to capture spot upside

• Nuclear is already getting partial infrastructure re-rating from the AWS deal 
• The remaining 11 GW gas + coal fleet is still priced at merchant multiples
• As Cornerstone + Freedom/Guernsey get contracted, those assets will partially re-rate too 
• People are overlooking the fact that these will become more long-time assets

Coal Being Turned From a Liability to an Asset
• Brandon Shores + H.A. Wagner = 2.8 GW of  coal plants most people assume are dying 
• PJM approved Reliability Must Run (RMR) agreements for both in Q1 2025 
• RMR = PJM pays Talen to keep these plants on standby for grid reliability 
• Get paid regardless of  whether the plants actually generate power 
• Revenue incoming through 2029 (~$105M/year fixed payments + ~$50M energy sales)
Market sees coal as a liability, but RMR makes it a contracted revenue stream 

Cornerstone Acquisition as the Move Toward Hyperscalers
• $3.45B acquisition of  2.45 GW of  gas capacity in PJM, pending close 
• Management explicitly said in Q4 2025 it was bought to be contracted to data centers 
• Gas does what nuclear can’t: it ramps up and down quickly, providing backup power 
• Hyperscalers need both: nuclear for guaranteed baseload, gas for dispatchable backup 
• Market is pricing Cornerstone as merchant gas, but Talen is building a data center PPA 

Unhedged Position = Spot Price Leverage

Full Fleet Re-Rating

All of  this remains consistent with our Investor Day guidance and does 
not include any contribution from the pending Cornerstone acquisition.“ ”

0%
20%
40%
60%
80%

100%

2026 2027

Unhedged

Hedged

• Talen hedges its generation to lock in prices 
and reduce earnings volatility 

• AI data center load pushes PJM spot prices 
higher, that 60% captures all the upside 

• Sell-side models use conservative 2027 spot 
assumptions, but any beat goes to EBITDA

This is the next leg of  the re-rating, and it is just starting now



Revenue Build
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Assumptions and Projections Logic
1. Spot Price Assumptions (bull, bear, base toggles): tied to Thesis 1
2. Probability of  Another Deal (bull, bear, base toggles): tied to Thesis 1
3. Natural Gas/Coal Ramp: tied to Thesis 2 
4. Consensus Projections for everything else



Multiples Valuation
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Conclusion

Price Target: $433.61

Implied Upside: 24.7%

Position: LONG

Multiples Logic

• TLN is capital-intensive with heavy D&A and interest expense 
that distorts net income

• EBITDA strips those out to show the true operating cash 
generation that the business is actually being bought and sold on

Companies Logic

1. AES: diversified power generation with similar merchant 
exposure (price-taker to an extent)

2. Entergy: nuclear-heavy fleet, overlapping in the PJM market 
(location is similar too) 

3. NRG: also a player in unregulated competitive power 
markets, merchant pricing risk 

4. Constellation: the largest US nuclear operator, direct 
capacity auction participant 

5. Vistra: a merchant power generator with nuclear and gas, 
PJM presence 

6. Brookfield Renewable: large-scale contracted power, clean 
energy premium comp



DCF Valuation
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Risks, Mitigants, & Catalysts
As Talen aims to position itself  as a contracted company, it faces structural key risks, but each has a defined mitigant to avoid it
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Risks

Flywheel breaks if  hyperscalers only want nuclear 
as a power source

Mitigants

• Hyperscalers need both baseload nuclear and dispatchable gas backup
• Cornerstone is positioned as complementary, not competing
• Nuclear  plants take 10-15 years to build (time lag if  demand is now)

• AI-driven data center load growth is structurally pushing PJM spot prices higher
• Prices have skyrocketed recently, so most likely to go up more (projected increase, magnitude uncertain)
• This will make downside scenario increasingly unlikely

2027 60% unhedged position is very exposed to 
spot price downside

Montour co-location NRC regulatory approval is 
not guaranteed

• Talen has already navigated Susquehanna approval
• Montour uses identical regulatory pathway, reducing approval risk materially
• X-Energy just IPO’d and it’s looking up in the SMR market 

Spring 2026: 
Front-of-meter switch gets completed because this is when 

it is scheduled for. When it executes cleanly, the legal 
ambiguity is gone and the hyperscaler template is proven to 

be replicable. 

Second hyperscaler PPA announcement:
 This doesn't need to be signed, even an LOI or 
management commentary pointing to advanced 

negotiations will trigger a re-rating. 

Q3 2026 earnings showing EBITDA inflection: 
 This will be the first full quarter reflecting the $270/MW-

day capacity prices. When the market sees EBITDA actually 
print at $400M+ in a single quarter, will solidify my thesis.

Catalysts



Appendix 1: Revenue Build Assumptions



Appendix 2: Revenue Build Toggles



Appendix 3: Income Statement



Appendix 4: Income Statement Assumptions



Appendix 4: Balance Sheet



Appendix 5: Balance Sheet Schedules



Appendix 6: Cash Flow Statement



Appendix 7: Consensus Revenue Summary



Appendix 8: Consensus EBITDA Summary



Appendix 9: Talen Generation Fleet Locations



Appendix 10: PJM Capacity Auction Revenue



Appendix 11: X-Energy and Talen Energy Goals


