
  

 

EPS Update – 3Q25 

VALUATION 

Current Price $24.31 

52 Week Range $22.20–30.56 

Market Cap ($-Mn) 3,122.0 

Ent. Value ($-Mn) 3502.6 

Shares Out. (Mn) 128.43 

Float 70.1% 

Avg. 3-Month Volume 0.37Mn 

EV/EBITDA (FY26E) 4.95x 

P/E (FY26E) 9.31x 

Source: TIKR 

 

FUNDAMENTALS 

Revenue (FY24) $2,449Mn 

Revenue (FY25E)  $2,211Mn 

Revenue (FY26E)  $ 2,255Mn 

EPS (FY24) $2.77 

EPS (FY25E)  $2.42 

EPS (FY26E)  $2.61 

Cash and cash 
equivalents 

$94.5Mn 

Source: Street Estimates from TIKR 

 

STOCK PRICE PERFORMANCE 

 

Source: TIKR 
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Alliance Resource Partners, L.P. (ARLP) 

Operational Strength, Volume Growth Drive Solid 3Q25. Well 

Positioned to Benefit from Industry Tailwinds. 

◼ Key Takeaways: 

− Volume growth continues and operational discipline maintained to offset 

soft pricing. 

− Profitability boosted by reduced operating expenses, especially in the 

Appalachia segment. Tunnel Ridge mine performance rebounded 

sharply after successful longwall transition. Key operational milestone 

achieved at Henderson County mine to enhance productivity in 2026. 

− Steady EBITDA growth and positive free cash generation underscore 

robust fundamentals. Balance sheet remains strong to fund growth. 

− Domestic coal market remains supportive, with rising demand and strong 

contract visibility underpinning ARLP’s operations and outlook. 

− Undervalued despite solid execution, cost reduction, and policy 

tailwinds. 

◼ Volume growth continues and operational discipline maintained to 

offset soft pricing. ARLP reported 3Q25 revenue of $571.4 million, down 

7.0% y/y due to lower coal sales prices and lower transportation revenue, 

partially offset by higher coal sales volumes. The average coal sales price 

per ton for 3Q25 was $58.78, down 7.5% y/y, driven by the continued roll-off 

of higher-priced legacy contracts from the 2022 energy crisis. However, total 

coal production was 8.4 million tons, +8.5% y/y, while coal sales volumes 

grew 3.9% y/y to 8.7 million tons during the quarter. 

− Strong production and demand drive higher sales volumes, while 

cost efficiencies improve across regions. Coal sales volume rose 

3.9% y/y, driven by higher production following the successful longwall 

transition at Tunnel Ridge, stronger utility demand in MISO and PJM 

markets, and consistent delivery performance across operating regions, 

which resulted in a 10.8% y/y increase in sales volumes in the Illinois 

Basin even though average coal sales price in the basin fell by 9.9%. In 

contrast, Appalachian volumes declined 13.3% y/y, impacted by lower 

production at Tunnel Ridge, although realized prices improved 21.8% 

sequentially as ARLP successfully transitioned the longwall at Tunnel 

Ridge to a new longwall district. Total coal inventory fell to 0.95 million 

tons, down from both the prior year and previous quarter. On the cost 

side, segment adjusted EBITDA expense per ton in the Illinois Basin 

declined 6.4% y/y, reflecting increased regional production and lower 

long-haul move days at Hamilton. In Appalachia, costs improved 11.7% 

y/y as all mines in Appalachia achieved lower costs. 

− Royalties segment remains resilient. Oil & Gas Royalties segment’s 

adjusted EBITDA came in at $27.7 million, compared to $28.7 million in 

3Q24, due to lower average sales price per MBOE. Meanwhile, the Coal 

Royalties segment’s adjusted EBITDA rose to $17.1 million from $11.1 

million in 3Q24, supported by higher royalty tons sold primarily from 

Tunnel Ridge and average royalty rates per ton received from mining 

subsidiaries.
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Chart 1: ARLP – Quarterly Revenue 

 

Source: Exec Edge Research, Company Filings 

◼ Profitability boosted by reduced operating expenses, especially in the Appalachia segment, and higher 

investment income. ARLP reported net income of $95.1 million, or $0.73 per partner unit, compared to $86.3 million 

in the prior-year quarter and $59.4 million in the sequential quarter. The y/y improvement reflects disciplined cost 

control, particularly in the Appalachia segment where per-ton expenses declined by over 11%, alongside higher 

productivity and recoveries. Sequentially, earnings also benefited from the absence of a $25 million impairment 

charge recorded in 2Q25 and a $4.5 million uplift in investment income generated from ARLP’s growth investments, 

partially offset by lower realized coal prices and reduced transportation revenues. 

− Tunnel Ridge mine performance rebounded sharply in 3Q25 after successful longwall transition, 

lowering cost per ton and improving margins. Following the completion of a planned longwall move earlier 

in the year, Tunnel Ridge transitioned to a new longwall district during the quarter, resulting in materially 

improved mining conditions. This operational shift drove a significant reduction in costs, down 8.8% y/y and 

19.3% sequentially and supported stronger profitability across the Appalachian segment. The improvement, 

coupled with solid execution in the Illinois Basin, contributed to a y/y and sequential increase in Adjusted 

EBITDA. We note that the Mettiki mine is expected to experience a temporary rise in costs in 4Q25 due to 

challenging geology, though management emphasized this is not a systemic issue, with costs projected to trend 

lower again from 2026 onward. 

− Operational milestone achieved at Henderson County mine to enhance productivity in 2026. ARLP's River 

View complex reached a major milestone in late August with the opening of its new Henderson County mine 

portal facility. The company plans to complete equipment and workforce transitions by early 2026, enabling six 

active units at Henderson County and three remaining at the River View mine, which together are expected to 

drive higher efficiency and improved mining conditions across the complex. 

− Steady sequential EBITDA growth and positive free cash flow generation underscore robust 

fundamentals supported by a $3.7 million increase in the fair value of digital assets. Consolidated adjusted 

EBITDA came in at $185.8 million in 3Q25 vs. $170.4 million a year ago and up 14.8% q/q. ARLP generated 

$151.4 million in free cash flow in 3Q25 after investing $63.8 million in its coal operations. 

− Balance sheet remains strong and stable to fund growth. ARLP ended the quarter with total liquidity of 

$541.8 million, comprising $94.5 million in cash and $447.3 million of borrowings available under its revolving 

credit and accounts receivable securitization facilities. Total debt and finances leases stood at $470.6 million, 

translating to a total leverage ratio of 0.75x and net leverage ratio of 0.60x. The company continues to hold 

568 bitcoins valued at $64.8 million as of September 30, 2025. 

◼ Domestic coal market remains supportive, with rising demand, strong contract visibility, and disciplined 

cost management underpinning ARLP’s operations and outlook. Favorable weather and higher electricity 

demand across the Eastern U.S. helped reduce utility coal inventories, while long-term demand forecasts continue 

to rise. ARLP remains active in domestic utility solicitations for 2026 and beyond, securing additional contract 

commitments driven by ARLP’s product quality, reliability, and financial strength. 

− Coal volumes and contracting momentum remain strong. Full-year 2025 coal sales guidance is tightened 

to 32.5-33.25 million tons, with 2025 contracted and priced volumes at 32.8 million tons (29.8 domestic / 3 
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export). For 2026, ARLP has already secured 29.1 million tons committed and priced, up 9% sequentially, 

supported by intensified multi-year domestic customer engagement. Uncommitted metallurgical coal for 2026 is 

expected at 0.3-0.6 million tons. 

− Coal pricing guidance is set at $51-$53/ton for Illinois Basin and $81-$83/ton for Appalachia, resulting in 

total average sales price guidance of $58-$60/ton. The guidance reflects stable pricing supported by strong 

domestic demand and a favorable sales mix from higher-priced Appalachian operations. Overall realizations are 

expected to remain resilient despite normalization of legacy contract pricing. 

− Operational efficiency and completed capital program underpin steady cost execution and production 

flexibility. Normalized utility inventories and continued growth in electricity demand, especially from data 

centers, create strong demand visibility, allowing ARLP to potentially expand production at Tunnel Ridge and 

Illinois Basin operations in 2026. Annual electricity demand growth is currently estimated at 4-6% in PJM and 

other key markets. 

− Full-year 2025 oil volume guidance adjusted due to a timing delay at a high-royalty multi-well pad in the 

Delaware Basin, now expected to come online in early 2026. While declining oil prices may pressure short-

term revenue, supportive natural gas forward curves and rising utility demand are expected to partially offset the 

impact. 

Chart 2: ARLP – 2025 guidance 

 

Source: Exec Edge Research, Company Filings. (1) 2026 Committed & Priced Sales Tons includes 0.8 million option tons at our customers’ election. 
(2) Sales price per ton is defined as total coal sales revenue divided by total tons sold. (3) Segment Adjusted EBITDA Expense is defined as operating 
expenses, coal purchases, if applicable, and other income or expense as adjusted to remove certain items from operating expenses that ARLP 
characterizes as unrepresentative of its ongoing operations. 
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Chart 3: ARLP – Forward Estimates 

$Mn except EPS Data 2022A 2023A 2024A 2025E 2026E 

Revenue            2,420.0             2,566.7             2,448.7             2,210.7             2,255.0 

Revenue Growth  6.1% -4.6% -9.7% 2.0% 

Operating Income               667.4                672.4                394.1  385.1                             415.5 

Operating Income Growth  0.7% -41.4% -2.3% 7.9% 

Operating Income Margin 27.6% 26.2% 16.1% 17.4% 18.4% 

EPS  $4.39   $4.81   $2.77   $2.42 $2.61  
 

Source: Exec Edge Research, Forward Estimates Sourced from TIKR. 

◼ Street estimates sourced from TIKR (see chart above) show that ARLP’s revenue is estimated to come in at 

$2.21 billion in 2025 and reach $2.25 billion in 2026. Despite a revenue dip in 2025, the EBIT margin is expected 

to improve from 16.1% in 2024 to 17.4% in 2025 and 18.4% in 2026. EPS is expected to come in at $2.42 in 2025 

and increase to $2.61 next year. 

◼ Quarterly distribution sustained with strong coverage and disciplined capital allocation. ARLP declared a 

quarterly cash distribution of $0.60 per unit ($2.40 annualized) for 3Q25, supported by a 17% sequential rise in 

distributable cash flow to $106.4 million and a healthy 1.37x coverage ratio. The stable payout highlights 

management’s focus on maintaining attractive returns to unitholders while preserving financial flexibility to fund 

growth initiatives and strengthen the balance sheet. 

◼ ARLP remains well-positioned to capitalize on strengthening fundamentals in the domestic thermal coal 

market, driven by robust energy demand and supportive policy dynamics. The company highlighted that coal 

consumption in major U.S. power grids, including MISO and PJM, has surged by 15% and 16% year-to-date, 

respectively, compared to the prior year. This increase stems not only from favorable weather and natural gas pricing 

but also from rising electricity needs linked to artificial intelligence and data center expansion. Recent PJM capacity 

auctions underscored the importance of maintaining coal-fired base-load generation, clearing at maximum allowable 

prices and selecting every available megawatt of coal capacity, while reserve margins fell below reliability targets. 

− ARLP strategically invested $22.1 million of its $25 million commitment in a limited partnership that 

indirectly acquired a coal-fired plant within the PJM service area. This move supports efforts to extend the 

operational life of coal assets and ensures participation in tightening power markets. The investment is expected 

to generate attractive, near-term income and sustainable cash-on-cash returns from 2026 onward. 

− Strong contracting momentum positions ARLP for higher 2026 volumes, driven by data center demand 

and capacity gains. Management anticipates coal shipment volumes in 2026 to rise by ~2 million tons 

compared to 2025, supported by ongoing strength in the Illinois Basin and potential incremental production from 

Tunnel Ridge. The company expects continued growth in energy demand particularly from new data centers 

coming online to create favorable conditions for higher sales. 

− ARLP reiterated that it has no plans to pursue coal-related M&A. The company’s growth focus instead lies 

in expanding its oil and gas royalty portfolio and pursuing infrastructure-oriented investments, such as power 

plant partnerships like Gavin. Management also indicated that small, strategic opportunities may be evaluated 

through its engineering subsidiary, Matrix. 
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Undervalued Despite Solid Execution, Cost Reduction, and Policy Tailwinds 

◼ Our analysis shows that the ARLP stock is undervalued. Please note that the following analysis is for illustrative 

purposes and is not meant to be a stock recommendation/price target or a buy/sell/hold recommendation on the 

stock. We use multiple approaches, including absolute valuation (time series) and comparison with trading peers. 

While we do not have a price target for ARLP, our analysis shows that the stock is undervalued. Please note that 

the upside shown in the analysis below is not a stock price target and is just an illustration of the valuation 

analysis conducted by us. 

− ARLP appears undervalued, with current trading multiples reflecting discount to its 3-year high, suggesting that 

the market has not priced in the benefits of regulatory tailwinds, robust coal contracting, and royalty segment 

growth. ARLP’s valuation does not seem justified given its stable distribution, conservative balance sheet, and 

diversified revenue streams across coal, oil & gas royalties, and strategic energy investments. 

◼ We analyzed ARLP’s P/S, P/E, and EV/EBITDA multiples for the last three years and note that the stock is 

trading at a discount to its 3-year high multiple on all three metrics. 

− P/S multiple analysis. ARLP is trading at a 1.42x NTM P/Sales multiple, a discount to its 3-year high of 1.57x. 

Applying 1.57x multiple to its FY26E sales results in a price/share of $27.6, higher than current price. 

Chart 4: Valuation Analysis Based on NTM P/S Multiple 

 
 

 

Source: Exec Edge Research, TIKR. Data as of 10/28 close. 

− P/E multiple analysis. ARLP is trading at a 9.50x NTM P/E multiple, a discount to its 3-year high of 10.59x. 

Applying the 10.59x multiple to its FY26E EPS results in a price/share of $27.6, higher than current price. 

Chart 5: Valuation Analysis Based on NTM P/E Multiple 

 

 
 

Source: Exec Edge Research, TIKR. Data as of 10/28 close. 

− EV/EBITDA multiple analysis. ARLP is trading at a 4.96x NTM EV/EBITDA multiple, a discount to its 3-year 

high of 5.75x. Applying the 5.75x multiple to its FY26E EBITDA results in a price/share of $28.7. 
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Chart 6: Valuation Analysis Based on NTM EV/EBITDA Multiple 

 
 

 

Source: Exec Edge Research, TIKR. Data as of 10/28 close. 

◼ Peer analysis (relative valuation). ARLP currently trades at an NTM P/E of 9.5x, a 75% discount to the coal peer 

group average of 38.6x, despite its strong balance sheet, record free cash flows. EV/EBITDA multiple of 5.0x is also 

below peer average of 6.6x, while the company’s EV/NTM Sales of 1.6x is above coal peer averages which we view 

as justified given ARLP’s volume growth, cost leadership, and reliable execution in a soft pricing environment. 

Additionally, ARLP's stability is further underpinned by its conservative capital structure and proactive distribution 

strategy optimized for long-term growth. 

− Relative to Oil & Gas royalty peers, ARLP’s current valuation offers higher upside. The company trades 

at a 42% discount on P/E, 71% discount on EV/Sales, and 33% discount on EV/EBITDA multiples versus Oil & 

Gas comparables, despite growing contributions from its Oil & Gas Royalty segment, which now contributes 

nearly $28 million in quarterly EBITDA. Management recently adjusted its BOE volume guidance to reflect the 

timing of a multi-well pad in the Delaware Basin, now expected to come online in early 2026, a development that 

should boost production volumes and royalty income next year. With improving fundamentals, a favorable tax 

backdrop, and expanding royalty exposure, ARLP continues to evolve into a hybrid energy and royalty platform 

with embedded upside to valuation re-rating. 

− Overall, the valuation discount vs. peers suggests the market is not fully pricing in the optionality embedded in 

ARLP’s business, particularly its exposure to growing electricity demand, royalty assets, and policy tailwinds. 

Chart 7: Trading Comps – ARLP vs. Peers 

 

Source: Exec Edge Research, TIKR. Data as of 10/28 close. 

  



 
 

P a g e  |  7  

Chart 8: ARLP – Financial Snapshot 

 

Source: Exec Edge Research, Company Filings 
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Disclaimer 
By using Exec Edge, Exec Edge Research, Executives-Edge.com or and any subdomain or premium service offered by 

Capital Markets Media LLC (collectively, “Exec Edge”), hereafter referred to as "Services", you acknowledge that (i) any 

and all Services provided are for informational purposes only and do not constitute a recommendation for any particular 

stock, company, investment, commodity, security, transaction, or any other method of trading featured in any place on 

Exec Edge (ii) Exec Edge does not guarantee the accuracy, completeness, or timeliness of the Services provided (iii) 

views offered by any Services, outside contributors, columnists, partners and employees are not specifically endorsed 

by Exec Edge, nor does Exec Edge hold any responsibility or liability for any actions, negative or otherwise, taken by 

you either directly or indirectly as a result of participating in any Services offered. 

Exec Edge, its employees, partners, and any other representatives will not, either directly or indirectly, be held liable, 

accountable, or responsible, in any capacity, to you or to any other person for any (i) errors, inaccuracies, or omissions 

from the Services including, but not limited to, quotes, rumors, chatter, financial data, and reports; (ii) interruptions, 

delays, or errors in delivery or transmission of the Services, (iii) damages or losses arising there from or occasioned 

because of, or by any reason of nonperformance. 

Exec Edge makes its best efforts to carefully research and compile all information available. In doing so, the published  

content may include mentions of rumors, chatter, or unconfirmed information, which may or may not be provided to Exec 

Edge for the purpose of being included on the Site. Nothing include on the Site, including statements on returns, share 

price gains, capital gains, or other forecast(s) shall be read as financial advice nor shall any of the foregoing be relied 

upon in making financial or investment decisions. Readers should beware that while unconfirmed information may be 

correlated with increased volatility in securities, price movements based on unofficial information may change quickly 

based on increased speculation, clarification, or release of official news. Any information on the Site may be outdated at 

the time of posting or of your review of same.  

Please be advised that foreign currency, stock, and option trading involves substantial risk of monetary loss. Neither 

Exec Edge nor its staff recommends that you buy, sell, or hold any security and nothing on the Site shall be considered 

to be investment advice.  Exec Edge does not offer investment advice, personalized or otherwise. All information 

contained on this website is provided as general commentary for informative and entertainment purposes, and does not 

constitute investment advice. No guarantee can be given for the accuracy, completeness, or timeliness of any information 

available on the Site.  

Liability 

Exec Edge reserves the right, at any time, and without notice to You, to change (i) any terms and services listed under 

Exec Edge's Terms of Service (ii) any portions of the Services, including but not limited to the discontinuation or 

elimination of any feature of the Services, including but not limited to the addition or removal of any Partner or employee 

content (iii) any fees or conditions established for usage of any of the Services provided by Exec Edge. Any changes to 

Exec Edge's Terms of Service or Services will be effective immediately following the posting of any modification to our 

Services and Terms of Service. 

Exec Edge will not accept liability for any loss or damage, including without limitation to, any loss of profit, which may 

arise directly or indirectly from use of or reliance on this information, whether specifically stated in the above Terms of 

Service or otherwise. Exec Edge recommends that you conduct your own due diligence and consult a certified financial 

professional for personalized advice about your financial situation. Exec Edge, its data providers, the financial exchanges 

and each of their affiliates (i) expressly disclaim the accuracy, adequacy, or completeness of any data on the Site;  and 

(ii) shall not be liable for any errors, omissions or other defects in, delays or interruptions in such data; or (iii) for any 

actions taken in reliance thereon. Neither Exec Edge nor any of its information providers will be liable for any damages 

relating to your use of the information provided herein, including but not limited to financial loss. 

Material from Exec Edge may not be published in its entirety or redistributed without the approval of Exec Edge. 

Exec Edge does and seeks to do business with companies covered in research notes, including but not limited to 

conference sponsorships and other in-person and/or video events.  Exec Edge may also earn a fee from selling data, 

including information pertaining to persons accessing the site or research on specific companies. Such endeavors may 
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lead to additional revenue sources available to Exec Edge, including, but not limited to publications available on the Site 

as a result of paid-for research. 

Analyst Certification  

All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and 

all of the subject securities or issuers. No part of the compensation of the responsible analyst(s) is, or will be, directly or 

indirectly, related to the specific recommendations or views expressed by the responsible analyst(s) in any report.  

Data 

Exec Edge, its data providers, the financial exchanges and each of their affiliates (A) expressly disclaim the accuracy, 

adequacy, or completeness of any data and (B) shall not be liable for any errors, omissions or other defects in, delays 

or interruptions in such data, or for any actions taken in reliance thereon. Neither Exec Edge nor any of its information 

providers will be liable for any damages relating to your use of the information provided herein. Either Exec Edge or its 

third party data or content providers have exclusive proprietary rights in the Site, the data generated by the Site, and 

information provided by You through your access and use of the Site. By using the Site, You agree that your information 

may be provided and/or sold to third parties. You agree not to copy, modify, reformat, download, store, reproduce, 

reprocess, transmit or redistribute any data or information found herein or use any such data or information in a 

commercial enterprise without obtaining prior written consent. All data and information is provided as is. 
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