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An Empirical Analysis of the Raw and GDP-adjusted Big Mac Index
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Abstract

Since the introduction of the Big Mac Index, with its simplicity of principle and
construction, it has played an extremely important role in evaluating currency exchange
rates of various countries and predicting long-term exchange rate fluctuation trends.
However, in the raw Big Mac Index calculation, the impact of the cost of non-traded goods
is ignored, which makes the evaluation of the currency exchange rate of various countries
and the prediction of the long-term exchange rate quite different. Therefore, this article will
adjust the raw Big Mac Index based on the economic development level of various
countries. After analyzing and calculating the data of various countries, it is found that the
GDP-adjusted Big Mac Index is more in line with the actual situation of each country. This
also makes the GDP-adjusted Big Mac Index more representative and comparable.
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