20204E9 H & FERTE September, 2020
F—HBE W MICE Prospects Vol.1 No.2

https://doi.org/10.52288/mice.27069273.2020.09.16

ERFBIEELT KPR ELSI

An Empirical Analysis of Whether the Big Mac Index Is Undervalued
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Abstract

Equilibrium exchange rate has always been the focus of academic circles. The Big Mac
Index, based on the theory of purchasing power parity (PPP), provides a simple tool and
auxiliary perspective for judging the horizontal equilibrium of exchange rates. According to
the trend characteristics of the Big Mac Index published by The Economist, this paper
analyzes the degree of undervaluation of the Big Mac Index at different exchange rate levels,
especially the assessment on the level of CNY exchange rate based on Dollar. At the same
time, the empirical analysis of CNY in each period compared with Euro, Pound and Yen
shows the phenomenon of undervaluation.
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