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Abstract

This paper contributes to the large volume of empirical studies on the relationship between
oil shocks and stock markets from a new systemic perspective. The method of measuring
connectedness proposed by Diebold and Yilmaz (2009, 2012, 2014) is adopted to study
the relationship between oil shocks and returns at six major stock markets around the
world. It is shown that the contribution of oil shocks to the world financial system is
limited. Oil price changes, however, can be explained by information on the financial
system. Furthermore, a rolling windows analysis finds that oil shocks can occasionally
contribute significantly to stock markets, and it is also proved that the previous wisdom

that large shocks matter does hold.
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