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There is a large and growing literature that studies return and volatility
spillovers but there is no study that assesses the importance of these
spillovers. This paper proposes a novel econometric framework to estimate
the importance of spillovers in absolute and relative terms. We define
spillovers as lagged correlations and distinguish them from contemporaneous
correlations. The application of the framework to 30 large stocks shows that
the importance of spillovers is low or negligible on average but high during
crisis periods. The estimates indicate that past information is more quickly
incorporated in stock prices in normal times than in times of extreme
price movements. A comparison of the COVID-19 outbreak with the 2008
financial crisis also suggests that the COVID-19 shock led to more spillovers
and thus was more disruptive.
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