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The housing crises in the United States
 	The United States housing crises was a national wide financial crisis that occurred between 2007 and 2006. Notably, it is argued that it was because of these wide national crises that lead the United States to the recession. According to many of the article that has been written addressing this issue, they claim that the housing crises was caused by the huge decline in the prices of the home after the collapse of the housing bubble (Edelman, & Mihaly, 2009).  The decline in the prices of the homes leads to devaluation and foreclosure of housing-related securities. However, in explaining the house crises, several factors are alluded to have contributed to the housing crises. 
Rush lend of money to homeowners
 According to the works of the watcher, the primary mistake that leads to the housing bubble was uncontrolled and rushed to lend money to homebuyers without the consideration of the ability to repay the loans.  Due to this favorable lending environment, the financial market attracted many players. As of 2004, 2005 and 2006, the mortgage market was experiencing an inflow of trillion of dollars (Edelman, & Mihaly, 2009). The increased in the inflow was due to the private label mortgage. With the entry of the private label mortgage in the mortgage market, they brought new ways unrestricted ways of acquiring the mortgage loan—the introduction of the new mode of borrowing the mortgage loans resulted to many people borrowing the loans. 
Unrestricted borrowing
With the implementation of the unrestricted borrowing, it opened opportunity the accessibility of loan to the to people who were possessing low credit scores and to all the middle-class house owners who were willing to buy a second house. Through the carrying out of this strategy, they offered the people a lot of leverage which at long last resulted in introduction o more risks.  
Derivatives were involved in the driving of the subprime crises
 Notably, during the housing crises, the hedge funds and the bank had made much money through the selling of the mortgage-backed securities, due to this, there was the creation of huge demand of the underlying mortgages. This is deemed to be the reason that caused the mortgage lenders to be involved in continually lowering rates and the standards more so to the new borrowers.  Moreover, during this time, the mortgage-backed securities allowed the lenders to bundles several loans forming a package and then selling them (Pajarskas, & Jočienė2015). With the bundling up of the loans by banks enabled the bank to have more funds to lend. However, because of the interest-only loans policy, this loan strategy transferred the risk to the lender, especially when defaulting. 
Subprime and interest-only mortgages
   		The subprime borrowers during the housing crises represented the borrowers characterized by poor credit history. Due to the poor credit history amongst the subprime, they were assumed to likely default the payment. This stimulated the lenders to charge the subprime a higher interest rate.   Through the use of the advert only loans strategy, in a greater way, helped in baring, he subprime borrowers from borrowing. However, this increased the risk to the lender because of the initial rate in most cases, usually after a span of a year. 
The downturn in the real estate’s pricing leading to disaster
  Evidently, for every boom, it must have its own bust. From 2006, the houses prices started declining in the United States. This resulted in a lot of confusion in the mortgage industry. For the subprime, they could not sell their houses at a higher price than they paid for them. The banks during this time, they refrained from refinancing, especially when the home's value was less than the mortgage allocated. 
 Population
House scarcity
House shortage in an area is usually caused by the imbalance between the supply and the demand of the housing system.  Notably, in 2007 with the increased advancement in the economy, many employment opportunities were created (Park, Kim & Lee, S. 2017). However, the building to accommodate this business were few. The lack of building to accommodate the ever-growing population usually results in insufficiency of the houses. 
 As a result of the shortage of the house, the pricing system of the housing system also usually changes. Some determinants are involved in the new prices for the houses. Some of the determinate include; 
Demand factor
 In demand factors, several parameters play a significant role in the determination of the price of the house. Among them is affordability. With increased rising of people's income, it implies that people are able to afford and spend more housing. Notably, during moments of economic growth, the demand for houses usually rises. This makes affordability one of the parameters of determining the price of the houses.
Interest rates
 In the determination of the cost of the mortgage, the interest repayment usually plays a significant role. Change in the interest rate more so the mortgage interest directly affects the price of the houses (Marcuse, & Keating, 2006). An increase in the mortgage rate usually result from increasing to increase in the prices of the houses. Similarly, on the occurrence of a reduction in the interest rate results to decrease in houses prices.
Population
 In matters of housing, population plays a crucial role in determining the price of the houses. However, the demographic changes occurring in the areas also influence the house prices. With high population occupying an area with a minimal number of houses, the house prices shall rise. Additionally, on the occurrence that an area has a high supply of the houses as compared to the demand, the prices of the houses are prone to decrease. 
 Finally, that are influenced by the supply include the planning and restrictions imposed the country. Limiting regulation on the building of houses in nay country can influence the economy in a negative manner (Park, Kim & Lee, S. (2017). Limitation and regulation of building of houses normally influence the supply of the houses. The decrease in the number of houses might lead to an increase in the prices of the houses.
Elasticity of the house supply
 House supply is said to be inelastic. He supplies electricity of the house mainly determines how quick the prices of the houses respond to the economic shocks or even economic consequences. 
 Elasticity in the housing business is one of the market analyses tools. For the elastic of the supply of the house, it is inelastic. However, there are several factors that usually contribute to the elasticity of the supply of the houses. The house rates are considered as one the major parameter of determining the elasticity of the houses. A small fall in the interest rate in the housing business can trigger a considerable increase in the demand of the property (Marcuse, & Keating, 2006). Low-interest rate, it shall not only lead to a low mortgage, but it shall also encourage new entrant in the people looking for a house as an investment. 
Chapter 6

Elasticity in economics is the aggregate quantity change demanded in relation to the movement of price of the specific good or service. When quantity demanded changes drastically due to variation in price, such a product is considered elastic. The housing market is vulnerable various economic factors such as the rise in number of people looking to purchase a home or when the number of listed homes outdo the number of interested buyers. Since homes are mostly the biggest purchase for most people, their effect on the demand is relatively high. In short, housing tend to have relatively high elasticity of demand. Kokemuller & Donohoe (2019) gives an account of how elasticity goes up significantly as one goes up the price range since people with more disposable income are ready to spend any amount to get whatever they want. This is not true with low or middle-class earners who have more budget restrictions and a small price change is likely to affect demand. 
According to (Sen, 2016) the question whether housing is a luxury or a necessity is becoming blurry with time. This is because some of things people considered necessity in the past are not anymore and housing is no exception. A car and an L.E.D light are best examples of consumables that have changed tune. Mitsch (2015) confirms the same sentiment, pointing out that housing is not a luxury anymore. According to (Mitsch, 2015) the house crisis experienced in Bay Area, Santa Clara is a reflection of the housing bubbles that has led to rents rising by 50% since 2010. The Santa Clara situation is a reflection of demand rising past the available housing supply. 
According to (Kokemuller & Donohoe, 2019) a decrease in loan interested rate is likely to increase elasticity of demand in the housing sector. This is because low interest make the loans more attractive since the cost of borrowing decreases. This means more people are able to afford larger loans and stretch more on house acquisition. On the other hand, the rise in mortgage rate make borrowing expensive leading to more inelastic demand. How housing prices vary with interest rate is shown in the graph below.
Figure 1: Housing prices verses interest rates
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Apart from price, the property demand is affected by several factors such as population, household’s income, social trends, interest rates, credit availability, fashion, price of substitutes and expectations. 
Chapter 8
The housing sector is highly influenced by trends in supply and demand. The property prices is therefore dictated by the law supply and demand. That means when supply goes down, the price is likely to rise. In the housing industry, supply shortage is likely to generate bidding war which increase the price even further as the purchasing parties try to outbid each other. In simple terms, whenever high demand is experienced in an environment the supply is low, the prices tend to rise. 
Chapter 13
The cause of 2008 recession raise serious controversy and disagreement especially on the cause of economic collapse. According to (Salsman, 2013) the assumption by many researchers that free-market capitalism was the cause of recession is misguided. Salsman (2013) believe people need to acknowledge the real cause of bubble burst in 2008 which was government intervention in the market. The government intervention in the market was a reckless move that was compound by worst miscreant move in the name of a bailout. Federal Reserve’s disruptive manipulations of interest rates coupled by massive subsidies and regulations in banking, housing, and mortgages might have been the trigger. The root cause of the financial crisis and the housing bubble was ill-conceived government policy that gave room for just too many people to take home mortgages. The root cause of the crisis began as early as 2001 when government and GSE share mortgage market declined as the same time with private securitization market dubbed the private label securities. Homeowners took advantage of refinancing believing the low interest was a catch. The situation quickly changed when the economic condition fluctuated and the products became unfordable. The housing market completely stalled around 2005 when interested rates started rising and was responsible for 2008 financial meltdown. Michel (2015) question the government policy and initiative for affordable housing between 1994 and 2000 when those who could afford homes already had homes. The government intervention came too late and the bailout couldn’t stop the economy from total collapse. During the crisis, the Fed cut interest rate to zero and applied a system called quantitative easing in which it began to purchase bonds and act as a lender mostly to established financial institutions. Unfortunately, the response was late since the financial crisis had metastasized and the government response failed to get to the real corners affected most by the crisis. Since the government was the main cause of the financial crisis and its late intervention did not stop the financial meltdown, then the obvious call government interference was really not needed. 
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