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The housing price bubble refers to a run-up in housing prices which is caused by demand, conjecture and exuberant spending to the point of collapse. It reaches a point where demand declines or stagnates and at the same time its supply goes up leading to a sharp decline in prices. This is the point where the bubble bursts. 
Federal Reserve’s Actions to mitigate the crisis.
The Fed acquired the federal agency debt and the mortgage-backed securities which helped in decreasing the interest rate which made home purchases more affordable. New rules for mortgages as well as for credit cards were also devised and enforced which were meant to assist in resolving the financial crisis. The Federal Reserve also provided liquidity (Verma, 2013). The Federal Reserve also provided liquidity which ensured that the financial institutions were provided by short-term loans which were secured. They also supported the impaired financial markets and systematically supported the significant financial institutions around the country. 
Ways through which the corrective ways worked to restore stability to the financial system.
Provision of Liquidity
The Federal Reserve provided the financial institutions with short-term secured loans (Follain, & Giertz, 2013). In order to ensure that the stability of the financial institutions was restored, the Fed created two programs via which they gave out short-term secured loans to the primary dealers.
The Fed Supported the Weakened Financial Markets
When the housing bubble took place in the United States of America, the Federal Reserve acted to assist keep the troubled financial markets working. The Fed gave out secured loans to financial institutions during the fall of 2008 which were in the form of commercial paper market. Through the provision of the secured loans in this form ensured that there was adequate funds that were available. It has been noted that since this time when the housing bubble occurred and the commercial paper was availed to the lenders, the rates on commercial paper have since then decreased to low levels and the markets have once again started functioning well (Verma, 2013). 
The Federal Reserve Started to Systematically Support the Significant Financial Institutions
Since there were financial institutions that were troubled, the Federal Reserve ensured that these institutions were provided with loans. This served to restore the confidence of customers in the financial system. Additionally, the Federal Reserve gave out secured loans to the American International Group Insurance Company (AIG) so that it could keep on playing its role in guaranteeing financial instruments (Follain, et al., 2013). The JP Morgan Chase Bank received non-recourse loans which was meant to assist the company in its purchase of specific Bear Stearns assets. 
[image: Housing market crash - Economics Help]
How the corrective action should avert repetition of a similar crisis.
[bookmark: _GoBack]The corrective action of provision of liquidity would ensure the availability of short-term secured loans. Such an action would ensure that customers can access loan facilities which would ultimately lead to increased demand to counter the excess supply in the market. Also, through the Fed’s support for the weakening financial markets by provided the lending institutions with a commercial paper which in order to increase the amounts that could be lend (Verma, 2013). Lastly, the fed started to systematically support the important financial institutions such as the AIG Insurance which played a role in guaranteeing financial instruments.   
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