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		We advance understanding of earnings announcement returns and post-earnings announcement returns (PEAR) with a model that combines limited attention (Hirshleifer and Teoh, 2003) and salience (Bordalo, Gennaioli, and Shleifer, 2012). By including salience effect bias, our model predicts stronger immediate earnings announcement returns and weaker post-earnings announcement responses in the spread between PEAR after positive versus negative earnings shocks. By offsetting the impact of limited attention, salience-biased investors also reduce the magnitude of PEAR. We find strong empirical support for these predictions. Our work also suggests that incorporating more cognitive biases offers a more complete explanation of post-earnings-announcement drift (PEAD). 
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