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Reflection on Financial Crisis and Recession
In my opinion, I think the Federal Reserve was responsible for the financial crisis in 2008 and the Great Recession in 2009. The banking system created an environment that contributed to the financial crisis in 2008 and the Great Recession to follow in 2009. A change in bank investing regulations allowed banks to invest customer’s money in derivatives. Derivatives were created from subprime residential mortgages and demand for homes skyrocketed. The Federal Reserve came into play when the system raised interest rates on the value of mortgages. For this reason, subprime mortgage borrowers could no longer afford the mortgages. In 2007, the supply of houses outran demand. Borrowers could no longer afford to pay mortgages which led to loan defaulting. The derivatives and all other investment tied to them lost value.  Therefore, lack of financial regulation and supervision by the Federal Reserve contributed to the financial crisis and later the Great Recession. The financial crisis was as a result of unscrupulous investment banking and insurance practices both which were necessitated by the Federal Reserve.    
As it has been discussed above, deregulation and risky lending and investment practices contributed to financial crisis and the Great Recession. Something needs to be done to prevent the onset of a similar situation in future.  One thing that needs to be done is that regulators should keenly monitor the competitive conditions and structural changes in the financial marketplace, particularly in situations where firms may be pushed towards committing fraud in order to make more profits. This was the case for banking institutions which engaged in unscrupulous business practices of defrauding homeowners hence leading to a breakdown in the financial system. This would also improve transparency in the way things are done in the financial market. The government should therefore design a more integrated regulatory structure. This will enhance the confidence that people have in financial institutions. It will also improve financial stability where banks will offer better services to consumers and not just going for profits. It will also protect consumers from unscrupulous business activities.  
Implementing strategic policies could also play a crucial role in improving transparency in the market. The focus should be on bank governance and culture. Weak system of management control, focus on short-term gains, weak code of ethics, and many more contributed to the 2008 financial crisis. Therefore, focusing on building strong corporate governance especially in financial institutions could help prevent fraud and corruption which can lead to breakdown of the financial system. Transparency in the culture instilled in banks would play a fundamental role in preventing future crisis. Apart from this, there is need for consumer education in the market. Consumer education is important because it will help consumers to understand how the economy functions and the changing circumstances in the market. The 2008 financial crisis was prove that consumers were not aware of the changing circumstances in the market hence many of them making wrong investment decisions. Therefore, consumer education will help consumers make informed decisions thus gaining an advantage in the market. Finally,        
