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Japanese companies have been active in expanding business operations abroad. This paper focuses on 

the expansion of business operations of listed Japanese companies’ overseas bases to analyze how 

differences in the asset size of overseas bases (share of overseas bases’ assets) affect changes in the 

corporate value (PBR: price book-value ratio) due to changes in exchange rate. In addition, it analyzes 

the impact of changes in overseas bases’ balance sheets and profits/losses due to changes in exchange 

rate on related performance indicators (equity capital, equity capital to total assets, and return on equity 

(ROE)). We use panel data to obtain the following estimation results. We find that there is a tendency 

that the larger the asset size of company’s overseas bases is, the larger the company’s volume of export 

is and the higher the company’s corporate value rises when the Japanese yen depreciates before the 

Lehman Shock. We also find that the impact on the corporate value increases somewhat although the 

increase is smaller compared with the situation where the Japanese yen depreciates after the Lehman 

Shock. On the other hand, it becomes clear that the larger the asset size of company’s overseas bases 

is, the larger the impact of changes in exchange rate caused to the company’s equity capital and the 

equity capital to total assets through changes in the foreign currency translation adjustment is. An 

analysis of the impact of changes in exchange rate on the ROE shows that depreciation of the Japanese 

yen tends to increase the ROE because net profits have a larger positive effect on ROE. However, as 

the equity capital increases in this case, the positive effect is partially offset. These results suggest that 

it is necessary to conduct the study by taking into account not only the impacts on export and other 

trade activities but also the impacts on companies’ overseas assets when we study the impact of changes 

in exchange rate on corporate value 
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