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The study of monetary phenomena and the understanding of price determination in Modern Europe are too often limited by the scarcity of good-quality data sets on the evolution across time of variables like money holdings, income, or wealth. Until now, the vast majority of economic historians tried to explain the evolution of prices in pre-industrial Europe using the Fisher identity (MV=PT) and suggesting hypothesis about what part of the changes in price levels (P) can be assigned to changes in the stock of money (M), the amount of transactions (T) or the velocity of circulation (V). Lack of good data implies that for the whole period between the fifteenth and the first half of the nineteenth century, Fisher identity can only be applied just for few benchmark years with wide margin of errors leaving the analysis of price determination at the level of controlled conjectures (Lindert 1985).
Building on the methodological innovation by Mulligan and Sala-i-Martin (1992) we show that in this paper the information contained in probate inventories can be extremely useful to circumvent that problem. In particular, combining a data set of 114 inventories from Palencia (North of Spain) between 1750 and 1770 with census information (Catastro de Ensenada) we make a cross-section estimation of a money demand which is the first one ever produced for any period before the nineteenth century. Probate inventories provide information on the money held by the head of the household while the Catastro de Ensenada is used to re-weight the sample to eliminate the bias –common in probate inventories- toward wealthy families.

The results show that the wealth-elasticity of the money demand is consistently greater than 1 (values around 1.4) implying that economic growth and the increase of wealth would have produced (ceteris paribus) a larger negative effect on prices than hitherto considered. Our methodology also suggests that, contrary to Goldstone’s hypothesis (Goldstone 1984), urbanization would have implied a significant increase in money demand and therefore a reduction in the price levels. These results highlight the potential of probate inventories to improve our knowledge of the monetary history of Modern Europe.
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