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It is known that short-run fluctuations in inflation rates affect short-ran

patterns of trade, but does the long-run level of inflation rates affect long-run patterns of trade?

This study analyzes the effects of nominal variables such as price levels and nominal exchanges on

long-run patterns of trade. First, | theoretically and empirically show that a country with low
inflation has a comparative advantage in an industry that has sticky input prices. Second, I
analyze the optimal long-run inflation rate, taking into account the impact of price levels on
trade. Third, I theoretically and empirically show that a country whose nominal exchange rate
varies less has comparative advantage in industries which intensively use sticky-wage workers.
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