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Examining the Effective Exchange Rate of Chinese Yuan and Japanese
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Abstract

McDonald’s is the world’s largest multinational restaurant chain, in which the sales of
Big Mac is higher. Since 1986, The Economist has used the US dollar as the base currency
and compared it with the prices of Big Macs in McDonald’s restaurants in various countries
to measure whether the country’s currency is theoretically overvalued or underestimated.
This study uses the original Big Mac index from 2000 to 2019, the GDP-adjusted Big Mac
index, the effective exchange rate based on CPI, the effective exchange rate based on the
GDP deflator, and the nominal effective exchange rate to explore whether the RMB is
underestimated or overestimated to Japanese yen.
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