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Abstract

According to Purchasing Power Parity theory, the Big Mac Index (BMI) has been used
as the rule of experience for the basis as overvaluation or undervaluation of international
currencies since its inception in 1986. This theory uses Big Mac burgers as a basket of
tradable goods based on dollars or other base currencies whose value should be balanced
around the world as a result of arbitrage. As an indicator of exchange rate movements, the
literature generally supports the fact that the BMI can be used as a qualitative indicator of
nominal exchange rate movements in rich and/or economically stable countries, but it is not
the case of emerging countries. The general use of the BMI also leads to the question of
convergence and stability in the presence of time fluctuations. The study used BMI data
from 5 different countries (regions) and 5 base currencies. Unit Root Test is used for the
dynamic convergence and stability and Chow Test is used for structural difference. Results
of the study can play an important role in the sustainable and widespread use of the Big Mac
Index in the fields of finance, international trade, and international business.

Keywords: Big Mac Index, Purchasing Power Parity Theory, Exchange Rate Dynamics,
Convergence, Stability
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