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Duke University Teaching Assistant: Sarah Zubairy

Economics 170: International Macroeconomics

Handout on PPP

March 21, 2008

Figure 1: Dollar-Sterling PPP Over Two Centuries

Note: The figure shows U.S. and U.K. consumer price indices expressed in U.S. dollar terms

over the period 1820-2001 using a log scale with a base of 1900=0. Source: Alan M. Taylor and

Mark P. Taylor, “The Purchasing Power Parity Debate,” Journal of Economic Perspectives 18,

Fall 2004, 135-158.
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Figure 2: Consumer Price Inflation Relative to the U.S. Versus Dollar Exchange Rate Depreciation,

29-Year Average, 1970-1998

Note: The figure shows countries’ cummulative inflation rate differentials against the United

States in percent (vertical axis) plotted against their cumulative depreciation rates against

the U.S. dollar in percent (horizontal axis). The sample includes data from 20 industrialized

countries and 26 developing countries. Source: Alan M. Taylor and Mark P. Taylor, “The

Purchasing Power Parity Debate,” Journal of Economic Perspectives 18, Fall 2004, 135-158.

2



The Economists Big Mac Index: The Economist, May 25, 2006
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