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Using employee turnover data to forecast share price movements  

Empirical evidence suggests that the financial performance of companies is inversely correlated with employee turnover. More 

interestingly, we look into this subject in more depth by assessing whether this relationship is exacerbated or dampened across 

particular industries or level of employee seniority. We also outline several alternative data providers we believe are best placed 

to provide such predictive turnover analytics. 

The link between employee turnover rates and company profits 

A study published by the Journal of Management found that a one standard deviation decrease in turnover rates was associated 

with a $151m increase in profits among the top 1000 Fortune companies. Although the study found that the mean corrected 

correlation between turnover and organizational performance is relatively low (at  –.03), the relationship is stronger for 

managerial employees (-.08), in midsize organizations (-.07) and manufacturing & transportation industries (-.07).  

Other studies have found that collective turnover (i.e. total turnover, including voluntary and involuntary) can hurt operational 

and financial performance by adversely impacting productivity, sales, profits and shareholder returns. In addition, high turnover 

can lead to higher accident rates, a reduction in manufacturing efficiency, increased customer wait times and inferior service 

quality. Intuitively this makes sense - the loss of human capital disrupts operations, increases recruitment costs and occupies the 

remaining workforce with short term distractions such as newcomer socialization and training.   

At Neudata, we have noticed that many studies on this topic have analysed certain individual-level predictors. Specifically, it is 

not uncommon to find the following factors being identified as influential components of employee churn: 

- Employee demographics 

- Job satisfaction 

- Organisational commitment 

- Job embeddedness1 

Quantifying the cost of employee losses  

Academic research has also found that the true financial cost of losing employees depends on various factors, such as industry, 

position and location. This can range up to three times the annual salary for certain positions - for example, the cost of 

replacing highly skilled labour and executives can exceed double the value of their annual salary.  

https://journals.sagepub.com/doi/abs/10.1177/0149206311424943
https://www.researchgate.net/publication/234021587_Collective_Turnover_at_the_Group_Unit_and_Organizational_Levels_Evidence_Issues_and_Implications
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RevelioLabs, which provides human capital data, found similar nuances between employee seniority levels and the financial 

impacts of their attrition rates. The group found that a one percentage point increase in the annual attrition rate of senior-level 

employees leads to a 1.47% increase in market cap in the following quarter.  

For junior and intermediate-level employees, one percentage point increase in the annual attrition rate lead to a 0.04% and 

0.51% increase in market cap in the following quarter, respectively.1 RevelioLabs analysis also found that a one percentage point 

increase in hiring rate for senior-level employees led to a 2.17% increase in market cap, while for junior-level employees the 

same rise only resulted in a 0.6% increase in market cap  in the following quarter.  

 

 

RevelioLabs also offers other granular level human capital datasets - The firm built its own taxonomy of skill sets, educational 

attainment, level of seniority, salary, position and location, which is mapped to 380m individuals and 4m companies.   

Employee churn data is of low value for food & retail analysis… 

These studies also find that the impact of turnover is more negative in skill and knowledge-intensive roles, as opposed to 

settings with standardized systems and technologies. This suggests that looking at human capital trends in the food service or 

retail industries provide little competitive advantage for investors, as certain industries may be prone to higher churn rates and 

as a result, have developed certain mechanisms to cope with high turnover. This may help explain the overall low negative 

correlation between turnover and organisational performance (-.03).  

…and more suited to healthcare, finance & tech sectors 

                                                                 

1 A note on methodology: Given the panel nature of the data, RevelioLabs uses panel data models accounting for company fixed effects to control for time-
invariant company features and quarter fixed-effects to control for market/economic trends. RevelioLabs run these regressions for 2300 companies and 38 
quarters (Q1_2008 to Q2_2017). RevelioLabs include attrition and hiring in the same regressions to avoid mistaking the impact of one with overall churn. 

https://www.neudata.co/datasets/reveliolabs
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Furthermore, the cost of turnover is likely to be higher in skill and knowledge intensive roles, as these settings require additional 

resources to recruit, train and develop new employees. Industries that are highly characterized by professionals with high levels 

of knowledge, education and training requirements include healthcare, finance and high technology. 

The bottom line 

Employee turnover data may provide proxy signals for other company-level performance metrics. The level of voluntary 

company turnover, particularly when compared to industry peers, can speak to the magnitude of retention issues - signalling to 

the market wider issues the firm faces in its labour management and governance practices.  

Collective voluntary turnover is of particular concern in markets with skills shortages, as a company’s ability to retain talented 

employees is an indication of its human capital quality, and the firm’s strategic position in the war for talent.    

1Job embeddedness refers to the non-economic influences of employee retention, which include an employee’s perception on how 

well they fit into an organisation and the number of formal and informal connections they have with others at the firm.  
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Disclaimer 

This document has been prepared solely for informational purposes and is not an offer to subscribe to any third party data provider or dataset, 

to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. The document 

is based on information from sources believed to be reliable, but no representation is made that it is accurate or complete. Neudata disclaims 

any and all liability relating to these materials, including, without limitation, any express or implied representations or warranties for statements 

or errors contained in, or omissions from, these materials. Certain assumptions may have been made in the preparation thereof. Back-tested 

data was derived from a retrospective application of a model with the benefit of hindsight. Past performance is not necessarily indicative of 

future returns and should not be relied upon as such. Price, availability, and other information is subject to change without prior notice. This 

information is not investment or tax advice or an investment recommendation. You should consult with your own tax, legal, and investment 

adviser on any such decisions. The materials and information contained and described herein are proprietary to Neudata and may not be provided 

to any other party.   


