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Understanding the 
Big Mac Index

● Created by The Economist in 1986
● Based on the theory of purchasing-power parity 

(PPP)
○ Used to compare the cost of living and economic 

productivity between two countries
○ “The rate at which the currency of one country 

would have to be converted into that of another 
country to buy the same amount of goods” - IMF

● Compares the cost of Big Macs in different 
countries to measure differences in currency 
value

A simplified tool

https://www.economist.com/big-mac-index
https://www.imf.org/en/Publications/fandd/issues/Series/Back-to-Basics/Purchasing-Power-Parity-PPP


Interpretation ● Cost of Big Mac
○ USD: $5.58
○ JPY: ¥450

● Implied Exchange Rate: 80.65
● Actual Exchange Rate: 142.08

This suggests that the Yen is 43.2% undervalued.

This implies that a Big Mac costs 43.2% less in Japan 
than it “should”, according to PPP theory

Implications

● Japanese exports are cheaper for foreign 
buyers
○ Increases demand for Japanese products

● Foreign imports are more expensive for 
Japanese buyers
○ Decreases demand for foreign products



Uses & Variations Uses

● Inflation
● GDP per capita

○ Higher Big Mac prices imply higher GDP per 
capita

● Analyzing official government inflation numbers
○ Lies, flame-grilled lies and statistics

Variations

● Starbucks coffee
● iPod Index
● IKEA’s Billy bookshelf
● Gold-Mac-Index
● Amount of time that an average worker in a 

given country most work to buy a Big Mac
● The Chai Latte Global Index

https://www.economist.com/finance-and-economics/2011/01/27/lies-flame-grilled-lies-and-statistics
https://www.economist.com/finance-and-economics/2011/01/27/lies-flame-grilled-lies-and-statistics
https://www.economist.com/finance-and-economics/2011/01/27/lies-flame-grilled-lies-and-statistics
https://www.economist.com/finance-and-economics/2011/01/27/lies-flame-grilled-lies-and-statistics
https://en.wikipedia.org/wiki/Big_Mac_Index


What this 
actually 
means…
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Links ● Our Big Mac index shows how burger prices are 
changing

● GitHub

https://www.economist.com/big-mac-index
https://www.economist.com/big-mac-index
https://www.economist.com/big-mac-index
https://github.com/TheEconomist/big-mac-data
https://github.com/TheEconomist/big-mac-data

