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		We propose the standard neoclassical model of investment under uncertainty with short-run adjustment frictions as a benchmark for earnings-return patterns absent accounting influences.  We show that our proposed benchmark generates a wide range of earnings-return patterns documented in accounting research.  Notably, our model generates a concave earnings-return relation, similar to that of Basu [1997], and predicts that the earnings-return concavity increases with the volatility of firmsâ€™ underlying shock processes and decreases with the level of firmsâ€™ investments.  We find strong empirical support for these predictions.  Overall, our evidence suggests that our proposed benchmark is useful for understanding the joint dynamics of variables of interest to accounting research (e.g., earnings, returns, investment, market-to-book) absent accounting influences, a necessary precondition for inferring the effects of accounting from these dynamics. 
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