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Abstract

This study applies a set of measures developed by Diebold and Yilmaz (2009, 2014)
to examine the connectedness and spillover effects among five large
cryptocurrencies, namely Bitcoin, Ethereum, Tether, Binance Coin, and Ripple,
using the TVP-VAR model. This study aims to investigate the connectedness
between leading cryptocurrencies. Where the sample period was from April 1,2018
to April 1, 2023. To ensure that the analysis is not affected by any significant events,
the sample period was divided into three panels: Over the whole period, before and
after the COVID-19 pandemic. During each of the three sub-periods, the results
indicate that each of the analyzed cryptocurrencies is highly interconnected. Bitcoin
(BTC) and Ethereum (ETH) are categorized as shock transmitters, while Tether,
Binance Coin, and Ripple are categorized as shock receivers. The COVID-19
pandemic causes minor changes in interconnectedness, including a decrease in
overall connectedness and a shift in the contributions of certain cryptocurrencies,
such as Binance Coin, which became a net transmitter during the pandemic. In
addition, the findings indicate that the return total spillover connectedness (TCI) was
higher before the pandemic but lower after it. These findings can help traders and
investors make smarter choices. Investors may better manage their portfolios and
lower their exposure to financial risk. The limitations of the study include a limited
sample period from April 1, 2018, to April 1, 2023, which may not capture longer-
term dynamics or recent market developments. The analysis focuses on only five
specific cryptocurrencies, excluding others with different characteristics. Moreover,

this research focused exclusively on the dynamic interconnectedness.

Keywords: Connectedness, Spillover effects, Cryptocurrencies, Bitcoin, Ethereum,

Tether, Binance Coin, Ripple.
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