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Table 1 Definition of Variables and Data Sources
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MM, () RXMO)XALRBHE BRAE
AEEEEE MM A AR ER RN AFARRL
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AV R) = gy + ag Tra; , + Y, Con+ &, (8)
AVIRRl o g+ g Tra, , + 6y, Pri,, + agy Tra; - Pri;, +
ZCon+ 3?_‘ (9)
Hoo g, Flag BB, ay, a5~ 0y 115 725 Bt 4 5
B, e, e, Mk AR AR B, B ) A
(9) R R Blag, \ay Flay, BEHIE,
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4.1 WRER T

FLAHERBHIMAEE T ER, HRBEHEN
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REHAAMAE R ZEE R KmE L 8B EFER,
SHMEEEREER MR ERRILA B E
F@E. KARAERGZAT RS 5HEMBEERITH
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AlfER. PLEREEMS I IERL AR E LR
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A SC AR R, RN E B 4 b7 0 & A B
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SYHT UM 3 R (PR A R B E AR, 5 K
MHELAHEE, SR2GMWRESE TR LA,
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Table 2 Results for Description Statistics of Variables
= B 50% % B BEAIR 50% R DAY (2 B B 4 )
i #{H P iR ¥{E AL HfE Pk WEER  fE
Sue, , 0. 089 0. 107 3.052 0.113 0.132 0. 068 0. 104 0. 045 1. 291
Tra;, 0. 507 0. 496 0.139 0.593 0.579 0. 421 0. 381 0.172 25. 647
Pri; , 0.199 0.111 0. 226 0. 290 0. 242 0.092 0. 040 0.198 4. 157
Siz; 1.392 1.295 1. 131 1.614 1. 490 1.143 1. 067 0. 471 30.713***
BM, , 1. 055 0. 724 0.993 0.921 0. 664 1.178 0. 842 -0.257 -19.364"""
Ane, 1. 484 1.102 1. 404 1. 745 1.613 1. 156 0. 704 0. 589 31.922**
10, 0.178 0.113 0.191 0.193 0.129 0.174 0. 102 0.019 8.701*""
Ann, 3,583 3. 691 0. 846 3.578 3. 689 3.578 3.710 0. 0003 0.038
Lag,, 4. 467 4. 489 0. 301 4, 456 4. 489 4.478 4,534 -0.022 -0.711
DW,, 0.421 0 0.493 0.414 0 0.425 0 -0.011 -0.425
R AEIRKRFELELREE, TR,
RIWXRE
Table 3 Correlation Coefficients
Tra; Pri,, Sue, , Siz, , BM, Ane; 10, Ann;, Lag, ,

Tra,, 1
Pri;, 0.510**" 1
Sue, , -0.034 -0.001 1
Siz;,, 0.178***  0.075  -0.021 1
BM,,  -0.052" 0.118** - 0.0002 0.012 1
Ane;, 0.101°**  0.076*  0.026 0.483°*" -0.167"* 1
10;, 0. 149" 0. 051 -0.021 0.528**" -0.191"** 0.285""" 1
Ann;, 0.044 0.319*"" -0.024 - 0.082 0.038 -0.119 - 0. 009 1
Lag;, -0.070" 0.264*"" -0.019 -0.023 0. 054 -0.134 0.060°" -0.007 1
DW,,  -0.004 0.091" 0. 040 -0.041 0. 067 -0.073 -0.020 0.208° 0. 047

ECAHAESRATLEE, AL ATFLER, TR,

EVERAAFA P, FEERKTHRRFGHEB
B9 R FE (2,60 ] B 10 9 F 34 AT LA3R1R 1. 973% Y
EmBEWE, FEAMATPARERMNZHEHL
AR - 1.438% M BB . SEHE
0 2 8 LA L, RS B AR AR B O B W B A B R
BYTE [ BB F L 5 M 2. 441% BB E /AL AR
0.472% ; F| 23 B AR5 B K 55 B B2 AR 25 2 B 4 O 9 £ 1)
A A £ R - 1. 889% , %% 47 B FE 5 4 4% Al I - 0. 445% .
BX—ZRESIT LR, FEAWIEIIEN LR S
A BE 5 B AR 2 R B BE B R 1 M SR B B
B2X b THAAFRBRAERMESPIEXHH
([F13D MG RAEEINHIRL. BRAEWHRY
FHAEERS TSRS ERERE, WA AR

(-1,3] 8 A% 32 5 A B9 22 5y B AR X 26 0 0 ([ - 21,
2]) KPR 5 EHERERA, =08, AR E
JG B BOE L 3E 5y BB 5 32 5 fik BB Kk, Bk ME S OF
WARGREHHS A AU E, N, ESASZSH
FLOEAERMAFNRELS B BEER . HI
AR R FHALRNFHRBHBRIFAG
EREER AEX—RBEERTEAM AR
BEXREEHOTY EHERSERAENLAAR
RNEEEEREZN, S EROFRE X
B,
42 2ABRESERLASHHE

Ao (6) 3 4 % B I T 3 R Car[-1,1]
5 4 7] 7 B BE A4 o 1k oKk B B AR B0 3R LI R R
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Figure 1 Samplings’ Post Figure 2 Change of Earnings Announcement
Earnings Announcement Drift Abnormal Trading Volumes of Samplings’
R4 A BPESERASHBERN
Table 4 Firm Transparency and Market Responses to Earnings Announcement
Car[-1,1] x 100 Car[2,60] x 100
(1)OLs (2) i A s AL (3)0LS (4) TR B E R
i 0.264"" 0.309" 0.423° 0.39 "
(1.971) (1.916) (1.813) (1.745)
Tra -0.006" -0.005" -0.026° -0.028"
(- 1.746) (-1.714) (-1.845) (- 1.833)
0.022° 0.020° -0.106"* -0.105*
Sue, ,*Tra,
' ' (1.763) (1.868) (-2.143) (-2.101)
.. 0.031°"" 0. 031" - 0.020 - 0.020
SME,'SLKH
’ ' (2.806) (2.753) (-0.456) (0.224)
Sue,, - BM,, 0.018 0.018 - 0.003 - 0.010
' ' (1.578) (1.543) (-0.056) (—0.245)
. 0. 006 0. 007 -0.125 -0.129
Sue, , *Anc, ,
’ ' (0.589) (0.641) (-1.201) (-1.303)
. 0.038° 0.039° -0.239° -0.227°
Sue, <10, ,
: . (1.652) (1.678) (- 1.801) (= 1.745)
-0.019* -0.016""" 0. 048 *** 0.046 "
Sue, ,*Ann, ,
' ' (-2.567) (-2.393) (2.801) (2.778)
0.071 0. 058 -0.106 -0.100
Sue; .- Lag;,
’ ' (1.545) (1.228) (-0.622) (-0.567)
Sue,,-DW. -0.122 -0.120 0. 189 0.142
) ' (- 1.827) (-1.767) (1.889) (1.714)
P2 i A fik & 2= 2 2
6 T SE L 2 = = =
ol 86 E AR T 2 = 2 =
BRI RS 20 328 20 328 20 328 20 328
F{§ 10. 415 14. 875 32.452 47. 852
AR R 0.175 0.147
Bk R 0.092 0.072
EESTAMBAE, TR,

Wk , LASS I 2 ) 375 B JE X AR AT R MO B B
R A EH, B, WA R B AR A 8 BT R
M Car[-1,1] BL 5 Sue; ,~Tra, 2.3 1EAH K , ¥ J5 T 3

FZ )% Car[2,60] W 55 Sue, ,+ Tra,, B E MM %, FKILH
X —-HE W HETERAEIES R, HCarh ,h,]
WEE/N, hEFTMBEENP R, T ESACarlh,,
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hy, 1B B S B iR AR &, Bl Car[ by by ] x 100; (1)
FIFI(3)%) ff FHOLS Bl I3 fn e Jr 2 Fa 4 1%, (2)3 0
(4)%] {e FH T[] s 28z MR B[] IE A 4% Y B A 2K Y
AR MER , BT A (B 19 2 5 i 4 BE A AT ol [ ZE 2O o

HF4 1y (1FF(2)F) /T H, Tre, 78 57 A B H
HRENMARALFABEHERSHERGHNEEA
X R KB HE T T AR B E R A Rz, HEWE
SATHEBRNZEM AN B ENIE, RWAER K
KAWARTHARFEENE T, EHESHAAE
BB 2 mE R R AR T R EE KK AES,
BV B R v 4 20 W) B A% i Y BB T 39 R B O

FEEMTREFE,MRFEB. AHRARESE
MM ARMATSER MEIBEXESERERS
Sue, , 38 H T F B FF 5 F K/ . Sue, , + Siz, , 9 T BUALE
PABEARETHEENE, ROFRETRETI
METHXRENTLELRA, HER LG MR A 2
NE AF X} BE 58 o Sue; , 5 BM,  MlLag, ZZHIMAHARE .
Sue; ,+Anc, M R R FEA B3, BB LR A X [ fY
2 B it (8] 7 [ B A T 4 43 0 O O BE O R R, X —
HRESEII KD RGERGFEZR BT UEBEN.
Sue, 10, , W) REEFE N IE, Sue;, 5 Ann,, FIDW, , 1) 32
R UR E R, 3 BT LR BB R R L A
FHEASBE DL ERAUIMES B AR R
NESRIRKREERENTHAM M, FE5E
AHREEREEMEARNGE B,

A FT L Car[2,60] x 100 24 8t it B A &, K5 06 2
AEHESATRRAEWERMM AR, HIL
RILEL W (3)FIM(4) 7. AT FEHEE Car[2,60]
RBENHX, ZULTRBALEME, BHEMK
2y A BT E R G B E & B (5 B X R XURS: Kb
P AH I B Sue, , - Tra,  #) Z %0 (1) 3 (2) 5 i) B &
HERHRTHBRENR  RUBSHERNLAARZRL
EWERNEERS, MR REBILM™HE,

H5()FIM(2)F M L5 AL, (3)5] 1 (4) 5 2
AMESATHBEANZETRARFESEZERE,
EAERARE. 407 B & AR ES R
AT ARAZETRAABE, ML HRTH
TR L R 24 3 8 AR BN 5 b o A R T &
KX ETAPHKARE, BS (DFF(2)5 8
5 2, 24w B BILAG 35 9 3 4 i L B BRAIR LR B A
HEREM(R)ERARELGBRAMWBR LS
RPN B3R, SR e RAMES R AT LA & B, E W AR
WA B B AN S W TH 3 B B SR E 55, W) R R
BOCRALNFAIEHESBER L ERER N FE D H
MAHRKR,H BB, b, RIMERIERY,
AR 3 EAFE 0B, W H R B RAEE
&, Rl B e T 3 RS , AR A A R
SR, T H R T B B

—PNEWH LA R RA SRS 0%
R Xf b2 Bl B B AW S RN %, & B DELLAVIG-
NA et al."™ f) BB & , A< BF 55 5 45 47 3 4 BF A 2 B 45 B0
Sue {) R/ a3 A5, 1R B Sue fir K 4H F /D 4 AF A BT

FETREA , I8 I AU S B Suel”, TREA Aild Al L4E
J& T Sue fir K 41 B Sue BUME A1, J& F Sue /)N 4 B
Suels BUE M0, [F B, ¥ 84 0 TR A A " % B A 7
EWHERCESNEVES KA, REEUER
Dir,,, FHALAABHER TP HDr, MEH1,
& F 5055 F A 8 Dery BB MO0, AR A F B BLAR
W e RN b %, ¥ D, R (6) X HiTra,,, 183
Car{"1"™) = g0+, Suel” +a,0, Dir; , +ay; Suel” - Dir, , +
Z Con + ZSuef"’" +Con + s:“ (10)
Ho,an W RE, a~a HEERBIERE, &, 0
B% 25 3t (10) K47 B H A, 8 B ag Mayg, LA
(11) KA (12) i A7 i+H5 , B
r ECar S0t = 1, D, =1]- B Car ™\ uel = 0, Dir, ,=1]
LG S = 1,0 =1~ B Car 5 = 0, D, =1]

(2,601, [2.60]
T (11)
- [-160], [-1,60]
LT R T

B Car™ " Sue” = 1D, ,=0] - B[ Car™ " 50 = 0, i, , =0

DRR" = ———— :
E[Car'™" "\ Sue{ = 1,Dir, ,=0] - B] Car' ™% $uel = 0, D, , =0]

arz,ﬁ:]
e (12)

Hh DRR" H&EWERAA TN B RS N LE,
DRR g 3% BA AR 40 20 7 B AT U B L 3R

2585 LA Sue 55 15 20% F1 B K 20% B9 2 7 0 BE AR
B, B RS A A B A B RN ([-1,1])
Wi e RN A ([2,60]) #08  i #8 ([~ 1,60]) 343 4~ At
] 1 2 W) A R AR AR B SR BR B S A
5 ¥ J5 R 3 Suel” -Der,  RBAT S HIZEF LB T 24 H
EHENARBEAAERERENZmW,; REHE
2 57 84 55 8 IR A Sue”, Suel - Der, , {1 R B, #i 8 (11)
K 1 (12) K 43 HIHHF DRR” FDRR™, o — % 47 %} Ho
43 BT o BB A P Sue $50 R B/ AR AR, 25 B I8 4
W %8 077, ££OLS [0 F , DRR" 24 64. 192% ,DRR""
H+75.489% , WL DRR" & H11.297% , AX — £ R TE1%
K b B AR, 7 T AR [ SE RN Y B, DRRY
HDRR™ & H111.763% , X —Z5 R H K BIETH,,
MAFRBRAAHSARSZSHERERMMEX.
4.3 REIEHESERRLASHREREE

BRRALEBERUAEATHZE B RBE A
A B, A0SR 2 A o B RE R G ok T RE R e R BT
Tt B AN I RN, 308k B am N 2 )RR R e A 4
Hi S W2 5 AR, Ao A (8) % X — ml fig &2
W HEAT R R . Fed G5 R R A A & AR T BB A
MR B AR, TE B A M m AR
HEZRMNBRAGFERMNREG &, #EMEMARH
BEhE. WRARSHEESEFEEXRTEEE N
BeAoEEmMigxaEs, NERERNAFR
KRAERFEXGENMEERMARLERS. H, (8)
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Table 5 Firm Transparency and Earnings Response Delay Ratio
Car[-1,1] x 100 Car[2,60] x 100 Car[-1,60] x 100
OLS T AR S Sk OLS TR [ S 3 OLS T [ 7 ORE
S 1.265* 1.018*" 2.591° 2.515* 3.432* 3.333*"
W (2.231) (2.056) (1.843) (1.845) (2.441) (2. 445)
- -0.006"* -0.005"" -0.013°  -0.014"" -0.015** -0.015"
& (-2.089) (-2.045) (-1.902) (-2.124) (-1.989) (-2.021)
Sue™ « Dir 0.085* 0.075* -0,395°""  -0.399*** -0.012 -0.011
N (1.756) (1.645) (-2.689) (-2.711)  (-0.403) (-0.424)
o ol A P = = = = =
PR A X Suel” 2 = & = = =
4 [ 72 RO = = 2 = = =
A7l [ R s P = = = P =
L 5 8 077 8 077 8 077 8 077 8 077 8 077
F{& 8.354 60. 877 13.871 24. 557 14. 581 25. 649
PR R 0. 156 0. 189 0.174
Bk R 0. 087 0.097 0. 089
DRR" DRR" DRRY - DRR"
6is 64.192% *** 75.489% *** 11.297% ***
(14.336) (18.723) (4.905)
B 63.693% """ 75.456% *** 11.763% ***
TV 81 (12.865) (16.214) (4.151)

545 F, 5 AT 3c s ), OLS [ 15 A i Hz B 52 20 8
SMERR T ERBERERAREGFERITER
E¥AKE, HEROTH, Tra,, 9 R K7 FT A |15 3y
BEANE, XVUBEAERNLARMBRAERT
UREZHEE KR, 5F BN W@ TS [
ME,LEHRIE NEHEEE, PAF . BHEE
MELAAMFHZESRER, EL IR E.
F 45 9T 3 9 A b 090 R L 2 4 A ) B M R UL B O
MEK ERLLREZSEEMAENAFARE R
Gy BN, WA Ann, 5AV[-1,1] B F UM%, R
WAl T 40 BN W o
44 BRASLEBRAEESERAN

il 3C S8R 5 R 7E 5 iF H, 70 H, #9 7 6, o 5] 4 36
jif 7 HIRSHLEIFER et al."*" & 1 B9 B 42 24 45 43 O 30 Bk
AR S ENFEE SERAAEHRE, BT H
FE NN QA B o OB AL )| B N
J5 BB 4y /N 5 1% P W 3R . FREDERICKSON et al. M3
N OYSFERAAES OB, REEMNFEA A/
B £ R B AN EE B A EIR R 2R A E %%
EREMEW, B, WREAREHEK AR R
KERE, W AMRH, ik, f£F B 2764 & 0T
EAdh BEEBERELEEHNEERAANE
BnE XEAF MR SN ST ER R ST .

A A A (T)R H #7858, R7 7 3 4 b
Pl Car[-1,17 x 100F Car[ 2,607 x 100 2 f§f & 48 £ 4 [7]

A£G, 4 TR R E 5 R 3L — 3K . Sue; 5 22 Al 7 B
EMEEHNEEMRETNRUAFSULRBEKTS
RAT WG RBEA — B Sue,, + Tra,, » Pri;, ) R YT 5
RBTHEMRAZGT BRREBRRAEWHRES
A F 9 2 T 5 B LA R ) 4 Ak O S BE AR A B K
BCO7 1 o FE R T (1) 510 (2) ) BP B J B2 8 46 36
W, Sue; +Tra, -Pri, MABWBENE, RPLFARAR
2 BT 5 B R L B R AR o A B SR B AR AR
4R 9 1T 42 1 o T £E (3) 51 A (4) 5 B9 i Ja B R AR
B, Sue,, - Tra,, - Pri; WO R BB E A, RV Pri;, &
MAFIMBRAEREE D, XELEREHW, BHT
ERHRE—EMFLBERAEATHZIBRAE,
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TR E X — A BIR R, A A A B B,
AR Bl Ak T DT P R RE R, AR O R O
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2 R E B X 5B IR AR O i A0 WL A R R
RAETUESIBRASENERRTE RS BHTE
Yo , ABREAMAO)KXNX —F TR, (9)XE
(8) iy 2ol B AN B ES B AN S LR
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R NABHESARASENARERER
Table 6 Firm Transparency and Short Term
Earnings Announcement Abnormal Trading Volume

AV[-1,1]

BEHERARRELBEXBH RN ERENFHE
BXRHAR,ARMAMNBHESRS, KERAEEM
ERBRELCE, AEEHEBREZGEM K,

: — 5 BRiRR
LS A1 WX TIER RS REN, AABE SRR
Tra,, 0.041° 0.042°* RAERYEEE B E R M KR, TS %%
) (1.767) (1.978) SiE X —FWEATREZEEHNAE R, #
Sit, =060 =0:0p4™ B U BE AR 0 A F KRR AR, M AR A S
‘ b= 4192) (= 4998) REENRE, ZANERGEHRE LS -NE
BM,, 0. 043 0035 B AA LR, AT TR RS R R
(3. 261)” (1. 95(13 e
Ane,, ?fﬁ” éf&) 5.1 HEADIEENES R
e gl AT 90 M 1 4 7 BB A MO AR A BT IO 0
10,, 2 158} o BB RE AR, REEMARAREN, L3
s s oy BTt 4T T 2Bl B0 % VE T4 (B3 B A %48 . 52 A
Lag;, e Pty A —15 B, B b 20 7 RE A 28 R 19 % BB B 45 0
e e HRASEEEBSRLTEF, N TRRX &
Ann,, (2,989 (<3483 97 30 A B 5% 45 SR 1 T B B A, AR B 5K 4 B X b
_0.037"  DEse 22 JF FUR A8 A Ak 28 7l e 47 FRE AR F 9, B9 A4 T 4%
DV, (~2.303) (-2.012) AR L5 IR B K Tra,, R TTF AR B2 S, H
FREENE R 2 SARRPNSE & IR LR
s gy 2 L4 VA A — 2, | | L N
AL B A = - B b R S o A, A B S B 0 R AT B
W% 20328 20 328 Bk, U~ 4R RHEAAANEEEBES RN
F {8 19. 343 7. 034 AERIME X —FWREF N EHRERB
g R 0.136 MHEE—EEH. NTHERXEHETWE M, &
B o B0 AR AL 45 15 0 38R 25 SR 9T 40 110 38 1 RE 4 3 0
BAE, DFARALAT NTFRN S EGTERRE,
R BRASVDEREESBRRASHIHEN
Table 7 Earnings Announcement Priority and Market Responses to Earnings Announcement
Car[-1,1] x 100 Car[2,60] x 100
(1)0LS (2) TR R (3)0LS (4) TR e
Sue. 0.250° 0.192° 0.427" 0.390°
£ (1.946) (1.904) (1.907) (1.836)
Tra. -0.005" -0.005" 0.016"° 0.018°
" (-1.843) (-1.832) (1.757) (1.733)
_ 0.025° 0.028"° -0.106" -0.104"
(1.813) (1.799) (-1.872) (-1.817)
Sue. «Tra. +Pri. 0.043 *** 0. 044 *** -0.100"* -0.102*
(2.876) (2.897) (-2.001) (—2.049)
Ptk it £ B B
PRI B x Sue,, i® 2 2
4 B B s AU R = =
7l B A £ B 2
FI i 20 328 20 328 20 328 20 328
F1{H 10. 306 14, 496 30. 468 48, 982
VEEE R 0. 127 0.119
MR 0. 068 0.069
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Table 8 Earnings Announcement Priority and Short Term Abnormal Trading Volume

AV[-1,1]
OLS T AR [ S 285k
(1) (2) (3) (4) (5) (6)

- 0.033" 0.034" 0.030" 0.032** 0.035** 0.030**

(1.658) (1.843) (1.794) (2.103) (2.235) (2.491)
Tra.. - Pri.. 0.016***  0.016°** 0.014** 0.015° 0.015** 0.013**

‘ ' (3.679) (3.263) (2.197) (2.364) (2.264) (2.123)
R R = = = = = =
4 B [ RO 2 2 2 2 7 2
Al [ 5 RE = & 2 2 2 2
LI 5 20 328 20 328 20 328 20 328 20 328 20 328
Fi{i 6. 151 14.214 16. 955 7.993 6. 781 6.273
JEEM R 0.109 0. 124 0.128
MR 0.049 0. 057 0. 060

R EREBSERRASERSEERERER
Table 9 Test Results for Information Leak and Earnings Announcement Information Content Differences

Car[-30, =2] x 100 Car[-30, —2] x 100

Car[- 1,607 x 100 Car[-1,60] x 100

OLS TWtREESN OLS TWWiEEXN OLS MWmMiREELY  OLS  THRE ZEHw

i 0.012 0. 008 0.010 0. 006 0.654**  0.633" 0.592°°  0.594°

i (1.152)  (0.803)  (0.456) (0.717)  (2.452) (1.808)  (2.134) (1.719)
Sue. - Tra 0.005  -0.004 0.005 -0.004  0.018" 0.017 0.015 0.015

P (0.331) (-0.406) (0.335) (-0.402) (1.737) (1.465)  (1.515) (1.309)
e -0.001  -0.002 0.013  -0.075

: ' : (-0.124) (-0.291) (1.356) (- 1.294)
HHIE A = = = = = = =3 £
Fehl At x Sue,, e B2 B £ B2 B B B
A BE [ 52 RN = = = = = pis P =
A7l [ 7 #hohi = = y i3 & s P = =
SR 20328 20328 20328 20328 20328 20328 20328 20328
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Firm Transparency and Post Earnings Announcement Drift
——An Empirical Study Based on Investor Attention

XIANG Cheng',LU Jing'?
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2 Corporate Finance and Accounting Governance Innovation Institute, Chongging University, Chongging 400030, China

Abstract ; Because of the rapid development for information technology, the contradiction between abundant market information
and limited investor attention, and factors affecting the amount of attention paid to individual stocks have drawn great academic
attention in recent years. While existing studies focus on external factors including media coverage, analysts following-up, stock
price and trading volume et al. , how internal firm characteristics like firm transparency would affect market attention paid to indi-
vidual stocks are currently unexplored.

We use listed companies in the China A-share market from 2003 to 2015 as samples, and measure firm transparency with a
composite transparency index constructed by earnings quality, the number and magnitude of related party transactions, audit
quality and information disclosure quality ratings. We then use both univariable analysis and multivariable regressions to verify
the relationship between firm transparency and investors’ attention. In multivariable regressions, from the perspectives of prices
and trading volume changes around eamings announcements, we use OLS regressions and fixed effects models to verify that firm
transparency affects post earnings announcement drifts( PEAD) through affecting investors’ attention.

Our findings support the argument abovementioned. First, we find that firm transparency is negatively related with PEAD.
Firms with lower transparency are associated with higher eamings delay response ratios. When multiple firms make earnings an-
nouncements on the same day, firms with relative higher transparency are associated with relatively weaker PEAD. These findings
are robust after addressing possible endogeneity problems and controlling for factors including information leakage, information
contents, liquidity, investor sentiments, and earnings management. Second, we find that firms with lower transparency are asso-
ciated with less abnormal trading volume around earnings announcements. This finding is contrary with the information asymmetry
hypothesis, but is consistent with the limited investor attention hypothesis, Therefore, this finding confirms that firm transparency
affects PEAD through market attention paid to firms, rather than through asymmetric information.

We make several contributions to the literature. First, this study shows the positive relationship between firms' transparency
levels and investors' attention paid to firms, and offers meaningful insights to the impacts of firms’ characteristics on investors’ at-
tention allocation. Second, we verify that besides information asymmetry levels, firm transparency would also affect asset pricing
by affecting investors’ attention allocation, which offer new insights to the impacts of firm transparency on capital markets. Final-
ly, we find low firm transparency leads to strong PEAD, which offers new empirical evidences supporting information disclosure
regulations aiming to improve firm transparency.

Keywords . firm transparency ; post earnings announcement drift ; investor attention;distraction effect ; asset pricing
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