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Adjusting the numbers for purchasing power parity accounts for differences in
costs of living across countries. By this measure, the richest country in the
world is Monaco, where the GDP per capita is almost two and a half times that
of the U.S. and more than eight times the average for the world (Figure 1).
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But exchange rates don’t capture differences in costs of living. Purchasing
power parity accounts for this. For example, in 2023, one dollar spentin the
U.S. purchased about the same as ¥94 spent in Japan. Using this conversion,
Japan’s GDP was $6.3 trillion (measured in U.S. purchasing power). Using the
exchange rate, the U.S. economy is more than 50% larger than China’s. But
using purchasing power parity, China’s is 25% larger than the U.S. economy.

Finally, while GDP measures the total output of an economy, GDP per
capita measures the output per person. For example, China’s economy is one
of the two largest in the world, but its per capita GDP is 95th. Conversely,
Monaco has the highest per capita GDP in the world (almost $200,000
measured in U.S. purchasing power), but Monaco’s economy is around one-
four thousandth the size of the U.S. economy.
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Key Indicators
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