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The Great Recession of 2008
	Economic recession is defined as a period when the economy of a country declines and is characterized by a drop in stock prices, Gross Domestic Product (GDP), and high unemployment rates. The Great Recession of 2008 did not only leave the United States (US) in financial distress but also impacted negatively on the economy of the whole world. In this regard, the federal government adopted and implemented corrective policies to mitigate the same. The paper provides a conceptual framework of the fiscal and monetary policies that the federal government adopted and their impacts on the economy of the US. 

	The US initiated fiscal stimulus packages that consisted of a combination of government expenditure and tax cuts. The Economic Stimulus Act of 2008 and the American Recovery and Reinvestment Act of 2009 formed the basis of the fiscal policy. The Reinvestment Act aimed at covering multiple expenditures ranging from business investments to rebates on taxes. In this regard, the government included $288 billion tax cuts and provided and provided approximately $150 billion benefits to sectors such as transportation, energy, and education (Liber8, 2011). The government adopted an expansionary fiscal policy that aimed at cutting taxes while increasing government spending. However, based on the negative impacts of the recession on local and state governments, the latter started to cut their spending. Increased government spending encouraged firms to increase their production and in the process of hiring more workers.

From a monetary policy standpoint, the Federal Reserve reduced federal fund rates to range of 0-0.25% by December 2008. The reduction peaked between January and March as well as September and December of the same year (Federal Reserve History, 2009). The fund rates were 5.25% the previous year (Federal Reserve History, 2009). The sharp reduction experienced within the two periods increased economic risks to both inflation and output. Consequently, the lower rate of federal funds by December, the Federal Open Market Committee (FOMC) resolved to policy statement to provide guidance that could be used to improve the economic outlook. In this regard, the Board of Governors strived to keep the rate at significantly low levels for a specific timeline. The guidance aimed at providing monetary stimulus by lowering the term frameworks of interest rates; therefore, increasing inflation. Increased inflation reduced the likelihood of occurrence of deflation while reducing real interest rates. 
Moreover, the Federal Reserve carried out large scale asset purchases (LSAP) to help lower long-term private and public borrowing rates. The purchases were made to reduce the costs of credit and increase the pool of loans available for mortgages.  The recovery from the recession was strengthened by economic conditions such as subdued inflation trends, low rates of resource utilization, and stable inflation expectations (Federal Reserve History, 2009). Besides, the Federal Reserve used nontraditional monetary policies such as ease of credit programs to enhance the flow of credit in a bid to reduce its costs.
In addition, demand-side policies during the Great Recession of 2008 played an integral part in the restoration of the US economy and reduction of unemployment. The expansionary fiscal policies increased optimism about future growth; therefore, households and firms increased their spending (Carvalho, Eusepi, & Grisse, 2012). Besides, high inflation rates reduced the real cost of borrowing among firms and households; therefore, economic activities increased within the country. The monetary policies increased the money supply in the economy and changes in Federal Reserve rates reflected on market interest rates of corporate bonds, mortgages, and auto loans. Overall, the adjustments on interest rates impacted significantly on investment decisions and savings. 
Also, the expansionary policy lowered the rates of federal funds to give firms incentives for expansion that resulted in the hiring of more workers. In this regard, unemployment rates were reduced significantly. On the other hand, consumers had higher disposable incomes to spend more. The reduction of federal target rates to 0.25% did not reflect on the high rates of unemployment and the adoption of quantitative easing that entailed the purchase of financial assets such as securities and mortgages reduced long-term interest rates (Liber8, 2011). Therefore, households could access mortgages and other loan bundles in the future to invest in ventures that improve their standards of living.
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