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		We develop a Bayesian approach for parsimoniously estimating the correlation structure of the errors in a multivariate stochastic volatility model. Since the number of parameters in the joint correlation matrix of the return and volatility errors is potentially very large, we impose a prior that allows the off-diagonal elements of the inverse of the correlation matrix to be identically zero. The model is estimated using a Markov chain simulation method that samples from the posterior distribution of the volatilities and parameters. We illustrate the approach using both simulated and real examples. In the real examples, the method is applied to equities at three levels of aggregation: returns for firms within the same industry, returns for different industries and returns aggregated at the index level.  We find pronounced correlation effects only at the highest level of aggregation. 
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