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The Impact of Exchange Rates and Commodity Prices on SME Performance in
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Summary

Since the beginning of 2022, the yen has weakened sharply against the dollar, the
weakest in 32 years. In addition, commodity prices, which had originally remained at
high levels, began to soar even higher after Russia's progression into Ukraine in
February. Using a fixed effects model, we estimated how exchange rates and commodity
prices affect the SME performance in Tokushima. For exchange rates, a depreciation of
the yen against the dollar has a significant negative, rather than positive, impact on
SME sales. As for commodities, an increase in futures prices has a negative impact on
the SME performance. Among commodities, wheat has the most negative effect on
firms' sales than oil and copper futures prices. Based on these estimates, it can be
inferred that the recent depreciation of the yen and the rise in commodity futures prices
will hurt SME in Tokushima.
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