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2007-2008 Financial Crisis
Introduction
In the 2007-2008 financial crisis, the banking sector was greatly affected by money loss. The loss of cash occurred, leading to decreased credits to businesses and consumers, freezing interbank lending, and loss of mortgage defaults. Banking was affected by the novel regulatory actions, which were implemented internationally and in the USA. The USA's crisis cost a minimum of 40-90% of goods and services produced per year (Erkens, Hung & Matos, 2012). More so, the potential of total output from the economy's engagement has been affected for many years leading to the decreased money supply. In the credit market, the high rate influenced a reduced consumption of goods and services. Also, the crisis affected increased cases of unemployment as many people lost their jobs. Up to 8 million people have lost their jobs from the time of crisis which influenced great unemployment rates. Unemployment has impacted the diminished supply of money among the people of the USA. The Federal Reserve reduced the mortgage interests, which ensured that purchases for homes were more affordable (Erkens, Hung & Matos, 2012). The Federal Reserve also supported the expansion of credits from the central bank and established new lending plans that influenced liquidity. This topic is significant because it understands the 2007-2008 financial crisis in the USA. The impacts that we have today following the crisis are very substantial and have to be evaluated to determine what steps were developed to solve the issue. The Federal Reserve played a significant role in managing the crisis, which is substantial for scholars to understand for future management of similar crises. 
Research Questions
· What has been the effect of 2007-2008 mortgage crisis on the money supply in the United States? 
· What actions did the Federal Reserve take in response to the mortgage crisis?

Topic Research
In fiscal policy, some changes are related to expenditure and changing of the tax policies, ensuring that the federal government is contracting or expanding the aggregate demand for the money. In case of recession, expansion of fiscal regulations such as increasing the government's expenditure and diminishing taxes are made to enhance control of the country's financial performance (Slepov et al., 2019). When there is an overheated expansion, a contradicting policy is enhanced by the federal to ensure that there is a reduction of expenditure and increased taxes. Recessions require a spending deficit, while increased expansion needs a surplus budget. Through a discretionary monetary policy, federal funding is enhanced. 
However, the process takes a long to regulate the money supply and regulation. In the automatic stabilizers, the policy is developed in expenditure and federal taxes (Blanchard & Summers, 2020). The policy is referred to as the non-discretionary monetary policy. The policy acts to establish the demand of the recessions and diminish the need for overheated expansions. The transformations in the taxes and expenditure generate a deficit on recessions, which leads to overheated expansions. Jordan (2019) suggested that the monetary policies are under the Federal Reserve systems' control, which is entirely discretionary. The changes in the supply of money and interest rates are influenced by the national to enhance control over the recession events. Monetary policy is the primary form of regulation utilized by the federal government to regulate recession. In a review done by Biondi (2018), the contemporary banking model shows that financial organizations act as intermediaries, enhancing money regulation. Through the Federal Reserve, the banks are influenced to ensure that financial crises are managed. Banks keep money through deposits in place of other agents. Therefore, they are part of the financial regulations that are established by the Federal Reserve.


Topic Discussion
Impacts of Financial Crisis
In 2007-2008, the USA's financial crisis was acknowledged as the most significant economic disaster that occurred since the 1929 depression. The crisis happened despite the Federal Reserve's effort to curb the impacts. It led to a recession in which houses' prices decreased more than the prices that were plunged in the Great depression. After two years of crisis, unemployment was still more than 9%, which influenced the country's monetary supply (Erkens, Hung & Matos, 2012). Other influences such as decreased production of goods and services influenced the USA's monetary supply. 
The financial crisis in 2007-2008 influenced the banking sector by causing loss of cash. The loss of money was based on a diminished amount of the credits provided to consumers, businesses' dry up, interbank lending and mortgage defaults. Banks and other financial institutions faced an approximate $4.05 trillion loss from the crisis. From the total loss, $2.7 trillion were from assets and loans (Claessens, Ratnovski& Singh, 2012). The major bank (central bank) ran out of cash (liquidity). More so, many banks went out of business due to a lack of monetary flow. The liquidity shortage influenced consumers, businesses and savers in a negative way. The need of liquidity influenced diminished funds that were to be used for investment. This has affected most banks in their willingness to offer money for consumers and firms. Most firms that wish to access cash from the banks have been affected as they can access little or no money for investment. As a result, investment is diminished in these firms due to a lack of money supply. Also, more banks have been feeling at risk of credit failures due to the companies' lack of confidence and people who borrow money from them. This influences the low supply of cash because lending of loans is affected. This leads to diminished investment in loans leads to an insufficient supply of money. 
Also, in the initial phase of the financial crisis in 2007-2008, there was a sharp decrease in consumer confidence, leading to diminished GDP (Claessens, Ratnovski& Singh, 2012). The presence of diminished consumers' trust leads to reduced expenditure, which leads to low demand for goods and services. The firms are influenced to produce fewer goods and services, which leads to a lack of financial supply due to decreased access to revenues. The demand for imported goods has been influenced adversely by the crisis leading to a lack of financial supply between the USA and other foreign nations. 
Unemployment is another impact of the USA's financial crisis, which influenced the diminished supply of money. Unemployment has resulted from the financial crisis, which was affected by the deficit in the employment demands. The decline in consumer spending influenced the decreased demand for products and services, which reduced companies' revenue. This affected the firms to lay off employees (Gros &Alcidi, 2010). The income earned by many employees who were laid off influenced the diminished supply of money in the population. More so, the lack of revenue in the companies has influenced diminished monetary supply. In the USA, most people lost their jobs in the financial departments and institutions, with most banks reducing the costs and laid-off workers. Unemployment rose in the USA more than the economists had expected, and there has been a growing issue of unemployment in the nation. However, post-2013, the unemployment rate has been reduced significantly, leading to increased financial supply in the market. In the crisis, the government was reluctant to the management of the crisis. The impact of the crisis influenced bailouts' implementation to enhance assistance to the banks (Gros &Alcidi, 2010). Although most banks were prevented from bankruptcy, they were unwilling to provide loans because they had to recover from bad loans. The falling of the oil prices also influenced the diminished monetary flow in the USA. 
Actions of Federal Reserve
The Federal Reserve took various actions to ensure that the mortgage crisis is managed. One of the actions is the reduction of the interest rates of mortgages to make homes affordable. Despite the inability of the Federal Reserve to impact the mortgage rates, it develops monetary policies which affect the rates indirectly. The influence of the federal is evident on the impact of the credit prices, which impacts the mortgage rates offered by lenders to borrowers. In response to the 2008 crisis, the Federal Reserve was involved in an unusual process in embarking quantitative program in which mortgage security and dept from the government is bought up in the form of treasury bonds (Gros &Alcidi, 2010). The program was initiated in 2014, in which the money supply for nations was influenced. The process encouraged financial institutions and banks to lend money easily. The financial institutions also were influenced to increase prices and decreased securities acquired by the Federal Reserve. These actions influenced the lending rates, which include low mortgage rates. The federal aimed at affecting the employment level, inflation and economic growth in the USA through the financial policy. While there are many debates concerning the use of quantitative easing, it was one of the effective monetary policy tools used by the Federal Reserve to enhance employment and stabilization of prices. More so, the use of the federal fund rate was another significant strategy employed by the federal (Jordan, 2019). This involves a short-term rate in which USA institutions loan money to each other. The Federal Reserve sets the target for the rate, which affects the long-term and short-term rates. The policy also influences the foreign exchange market.
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Conclusion
The financial crisis which occurred in the USA in 2007-2008 led to a shortage of monetary supply. The shortage in the supply was influenced by factors such as increased rates of unemployment, reduction of demand for goods and services, poor supply of goods and services and impacts on lending services from banks and other financial institutions. The crisis influenced foreign exchange adversely, leading to a low supply of cash from foreign nations. However, the Federal Reserve employed strategies such as reduction of mortgage rates and setting the federal fund rates to respond to the mortgage crisis. 
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