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Abstract

The Big Mac index has been put forward by The Economist since 1986. This informal
index has been used for many times to study and compare the purchasing power of
currencies in different countries and regions. However, due to the unity of a basket of
commodities, its role is always controversial. This paper introduces the Big Mac Index and
its calculation under Purchasing Power Parity theory (PPP). The latest Big Mac Index was
introduced focusing on the comparison of the overvalued (or undervalued) situation of the
Big Mac Index in different countries under the measurement of five basic currencies (US
Dollar, Euro, British Pound, Japanese Yen, Chinese Yuan).
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