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Financial Crisis of 2008
 Introduction
The financial crisis of 2008 was a severe economic crisis that took place in the US. The problem started back in 2007 where the subprime mortgage market began receiving a crisis that developed into a huge international banking crisis. The Lehman Brother investment bank collapsed on 15th September 2008 leading to the economic crisis in the US. Lehman Brother bank played an important role in creating a pool fund that could get borrowed by different countries. The World Financial System got maintained through bailing out financial institutions with adequate funds for creating proper investments. Most of the banking institutions lacked enough money to get used in developmental programs. A global economic recession followed in America with other countries such as China and Japan also getting affected. In Europe, the European Debt Crisis happened in most of the banking systems of the European countries. Financial stability in most parts of America and Europe reduced leading to limited investments. In 2010, the Consumer Protection Act got established to promote financial stability within the US. Money circulation was to get promoted through the act in all parts of the US. 
Causes of the financial crisis of 2008
Growth of the housing bubble
In 2006, housing prices within America started to fall an indication that the economy had some problems. Most of the realtors thought the high prices of housing would get maintained at a sustainable level for all the citizens but never knew their many homeowners without appropriate credit. Most banks allowed people to access 100 percent of loans without determining their creditworthiness (Bénétrix, Lane & Shambaugh, 2015). All these were promoted by the Commodity Futures Modernization Act that allowed banks to trade products sold to investors. The mortgages lacked the creation of home loans to get used as collateral. The profitable derivatives made sure most people become unsatisfied hence wanted more mortgages. Most people acquired a lot of loans to purchase mortgages without their viability of repayment getting determined. 
Unscrupulous underwriting practices
Furthermore, Hedge Funds, as well as other financial institutions in different parts of the world, owned mutual funds, mortgage securities, and pension funds. Banks bought the mortgage plans and later sold them making it impossible to price derivatives. In 2007, most banks panicked about the developing financial crisis and stopped lending from one another. Most banks never wanted to receive losses associated with financial crisis hence stopped other banks from providing worthless mortgages as collateral (Bénétrix, Lane & Shambaugh, 2015). The process led to the rise of interbank borrowing costs. The Federal Reserve commenced creating liquidity that would allow banking systems to maintain the provision of loans but it was not successful. The financial crisis of 2008 spread from the US to most countries on different continents. Defaults of loans increased in the sectors of housing and leading to other sectors of the economy. The loss of money from defaulters slowed economic activities making banking institutions to get unable to restore commercial markets. 
Predatory lending 
Most unscrupulous lenders persuaded borrowers to engage in unsafe processes of securing loans to carry out inappropriate activities. False advertising made most high mortgage homeowners to only make interest on their houses sold. A reduction in the pricing of houses made homeowners receive low monthly payments since their home equity had disappeared. The financial condition in the US worsened with cases of fraud increasing (Luchtenberg & Vu, 2015). Falsification of mortgage documents led to a reduction in the prices of houses hence limited buyers would get attracted to such a deal. The financial crisis made most of the houses to have reduced pricing with the homeowners recording massive losses. 
Cost of 2008 Financial Crisis
Firstly, the US stock market declined in 2008 as a result of reduced monetary income in banking institutions (Luchtenberg & Vu, 2015). A fall of more than 50% got recorded in the American economy and the financial crisis is compared to the Great Depression that had a fall of 54.7%. The reduction of the amount of money that could get used in creating investments was high. The financial viability of the US to create jobs and provide bailouts reduced. The difference in value in the gross domestic product led to a reduction in the budget of the US. The government reduced its bailout to other countries to make sure it stabilized its stick market. It took a long time for the stock market of America to stabilize and ensure productive economic growth gets created. A total of $22 trillion got lost in the American economy as a result of the adverse effects of a financial crisis. The stock market got affected in a manner that led to the creation of a few jobs and poor money circulation as a result of investors moving away from the country. 
Secondly, most of the financial institutions recorded massive losses in their liquidity (Coleman & Feler, 2015). The number of funds that got used in the process of creating investments and loans reduced in the United Kingdom. Banks restricted borrowing to one another and people for fear of getting affected by reduced liquidity. Losses inform of mortgages and poor loan provisions made most financial institutions lack the security of their practices making investors shy away. Most banks were unable to continue operating leading to acquisition by private individuals. Banks in America recorded a loss of 60% with those in Europe being at 40%. The reduction in the financial viability of most financial institutions led to unemployment cases and a lack of money circulation. Banking institutions could not promote systematic control of money circulation that could get used by investors in creating developments. 
Thirdly, there was a decline in the amount of wealth that got generated by people. A direct relationship exists between wealth and government spending. A large population of Americans lost approximately a quarter of their net worth as a result of the economic recession. Most wealthy homeowners could not make appropriate profits on their houses that were to get sold. There was the limited purchase of houses in different parts of the US leading to a reduction in the amount achieved in the real estate industry (Persakis & Iatridis, 2016). The low amount of money got received by people in the process of purchasing houses. Homeowners extracted equity from their houses that led to house prices collapse in various parts of Europe and America. 
In conclusion, the financial crisis of 2008 created a massive problem for the government of America and other countries. The financial crisis led to a reduction of wealth, employment and increased human suffering. The banking institutions were faced with borrowing and lending problems that created inadequate fund circulation. Development of proper government policies that control the process of obtaining mortgages needs to get developed. Controlling activities of banking has been crucial in ensuring a balanced equilibrium is developed. The prevention of financial crises will influence the promotion of better policies of development.
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