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		This paper introduces an oil price-distance interaction variable in a gravity equation to explain how trade behaves due to oil price changes. The findings are that as oil prices increase, international trade becomes more localized, in that countries begin trading relatively more with their neighbors. On the other hand when they decrease, trade becomes more dispersed in that distance becomes less relevant and trade increases with more distant partners. As an application, this paper provides a more accurate estimate of the eurozone effect on trade. The countries of the eurozone tend to be much closer together than the other industrialized countries they are normally compared to. When the oil price increase since 1999 is taken into account, the eurozone effect on trade is reduced by as much as a third and up to a half after general equilibrium effects are taken into account. 
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