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[bookmark: _GoBack]The global financial and economic crisis that took place in early 2007 and extended all the way was a serious one in the history of the United States and the entire world. This financial crisis was a great threat to most of the business organizations and really led to mistrust among the shareholders. In addition, the confidence of the investors on the value of the sub-prime mortgage was really shaken and no one was ready to effectively invest due to the prevailing financial status (Hart & Tindall, 2009). This liquidity crisis was so serious that it forced the government to take some urgent interventions so as to help out. The US Federal Reserve injected some huge amounts of money into the financial markets. Instead of reducing, this crisis even got worse and by September of 2008, it was at its peak highly affecting the stock exchange markets not only within the United States but all over the world. The stock exchange markets became highly volatile in the entire globe. This paper comprehensively discusses the global financial and economic crisis that started in 2007 including its causes, effects, how it recovered, the policies that were employed as well as the challenges that remain in the global economy.  
There were various parameters that showed the economy to be in trouble and some of them started to be unveiled as a far as 2006. Most of the arguments are given that the major cause of the financial crisis was due to the fall of the housing prices in the US. The house prices started to fall in 2006 and this is the first time that realtors were applauded. Economists and other specialists in the financial field thought that the overheated housing market could soon return to a sustainable level but this did not happen by 2007. The fact that the realtors came to learn was that there were too many house owners with questionable credit. When closely scrutinized, there was a sharp connection of bank policies with house owners that led to the cause of the financial crisis. 
The banks came with new loaning policies that ended up not favoring their operations. The banks permitted people to take out loans for 100% or even more for the value of their homes. They never knew that this could bring more crises to them in the future. As a matter of fact, the Community Reinvestment Act was also blamed to have led to the cause of the global financial crisis that started in the US. This is the Act that pushed the banks to make an investment in the subprime areas. This Act was enacted in order to encourage banks to lend low and moderate-income people. It was brought with an aim to eliminate bank “redlining” and give loans to poor and middle-income people. The Gramm-Rudman Act has also been blamed as a factor that led to the cause of the global financial crisis in the US. The Act allowed the banks to actively engage in trading profitable derivative sold to investors and this was the genesis of the financial crisis in the US as banks went deeply into it. The mortgage-backed securities required the collaterals to be home loans. Therefore, an insatiable demand for more mortgages was created. The mortgage-backed securities were owned by hedge funds, mutual funds, pension funds, corporate assets and other financial institutions around the world. In addition, the original mortgages had been chopped by the banks and resold in tranches. This made the derivatives to be impossible to price. These were very risky assets but the pension funds still took a risk of buying them thinking that the insurance product known as credit default swaps would protect them. The insurance firm known as the American International Group sold these swaps and when the derivatives lost value, the AIG firm did not have enough cash flow to pay for the swaps. The price of the houses dropped by 10 to 15%and this eliminated the homeowners’ equity. The defaulting homeowners had little incentive to pay for the house they could no longer sell. A large number of borrowers defaulted payments and banks found themselves in a situation where the repossessed lands and houses were worthless in the market than they had loaned. 
The start of the global financial and economic crisis in the US has an adverse effect on the global economy. This crisis started in the US and European financial markets and later spread to other developing countries as well. The crisis affected the global economy negatively leading to inflation in most countries all over the world. The prices of basic needs increased. This included things like food, fuel and many more. Most of the countries around the world if not all experienced a weakening growth. The other global effect is that all the banks in the world were forced to alter their banking rates. The banks in the developed countries, as well as the under-developed countries, were forced to lower their banking rates. In addition, they were also compelled to implement null-approximating interest rates. The principles of this move are still replicated by some few banks around the world such as the Islamic Banks. It also led to a trust crisis in the world economy (Friedman, 2011). This comes from the lack of transparency that is linked to the multiplication of intermediation between the borrowers and lenders in different banks. More than any other crisis, it damaged the stock exchange market adversely. The stock exchange market is crucial to the global economy but the financial crisis highly affected making many investors go at loss and withdraw. To add, it also led to the decrease in prices of the risk-bound assets. This affected the European as well as the Australian banks that hold such assets. The financial crisis was triggered in a number of countries and it still exists in some Asian and African countries. 
After suffering for some few years, the global economy again stood up. The world is enjoying a period of strong economy nowadays but the real sense is that it is still fragile and people countries should not sleep on this. The global economy recovered after placing a number of phenomena in use. First, there are a number of policies that were adopted and they helped the global economy to recover. These include both the market policy rates and the financial policies that strictly control the manner in which the banks operate and the mechanisms used in borrowing and lending (Kirshner, 2014). The world has also been working hard to avoid any large negative economic shocks since the major economic and financial crisis of 2007-2008. Strong confidence boost among the investors also led to the recovering of the global economy. Strong confidence among the investors led to a bigger both investment and consumption. Stronger investment leads to stronger productivity growth which lowered the expected inflation leading to the recovery of the global economy. 
The fiscal and monetary policies have helped so much in the global economic recovery. They have been the main tools to promote optimal economic performance since 2008. The fiscal policies have worked to increase government spending and at the same time reduce taxes. On the other hand, the monetary policies turned to quantitative easing. An example of a monetary policy that has been used is the Federal Reserve. This changed the Federal fund rates and the money supply rates. It is believed that a change in interest rate affects decisions on saving and investments. Some of the common fiscal policies were the Term Securities Lending Facility (TSLF), Troubled Asset Relief Program (TARP), and a number of Tax policies. Another example of a fiscal policy is the Monetary Policy and Bank Regulations. This gives the central bank powers over the other banking systems to use expansionary monetary policy to increase the money supply to reduce interest rates or increase loan quantities.  
Lastly, there are still some challenges that have remained for the global economy as it is still fragile. The tension in trade and inequality is a challenge to the global economy. This makes business activities across the borders difficult posing a big challenge to global economic growth (Miller, 2010). Adapting new financial challenges is a problem especially with technological advancements. The other challenge is that wage growth continues to be subdued. This is common for low and income classes and poses a challenge to the global economy. 
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