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             Someone may ask what caused the crisis. In this paper, it gives brief possible causes of the crisis and discusses the different consequences of the 2008 crisis to given three car manufactures.  Many people thought it was due to problems associated with incentives in the United States car manufacturing industries such as GM, Ford, and FCA. However, after Lehman Brothers Company collapsed, economists noticed there was something after the substantial economic meltdown (Vaz, M, 2018).  The research showed that the leading causes of the crisis were: inadequate banking systems, weak regulatory structures, subprime mortgages, and poor monetary and fiscal policies. However, possible measures were taken to prevent such a crisis. The purpose of this paper is to evaluate the factors that led to American's car industries collapse.
           Between August 2007 and September 2008, many investors had agreed that weak incentives were the main problem behind the lousy condition of automakers. Researchers showed that banker's system way of lending money had changed drastically. For example, the bankers could shortlist the borrowers, screen, and those approved were given money while the defaulters were disqualified from getting the loans. This system gave banks the right incentives to determine the creditworthiness of lessees. Over time this process of lending money to companies changed. Some banks and brokers took advantage of exploiting the mortgage companies. The banks started getting payments from the number of mortgages approved, making them approve many mortgages as possible to get paid. This process is referred to as "originate to the distribute model." (Parnell, J. R., & Emerson, R. W. 2018).
The other problem that was also behind U.S crisis mortgage companies is a real estate bubble. This bubble an underlying problem which did not affect America alone, and it also affected other countries such as Spain and Ireland. This bubble burst had substantial adverse effects to mortgage security and in American's real economy. Between 2003-2004 politic led by Federal Reserve. They did this to avoid recession after the meltdown of a tech bubble in 2000 and also after an acute terror attack. The interest rates where lowered so many people had cash in hand due to cheap credibility. Federal Reserve policies made people borrow money and go out to buy houses of the higher rate. This bubble burst affected auto companies in America almost to the point of collapsing. (Vaz, M. 2018)
According to Kesselman (2017), the real economic state of America also affected these three car manufacturing companies. The economy of the U.S was downward trending after bubble burst collapsed. The prices of cars become volatile. It was complicated for investors in Auto companies to determine their property worthy in the long run. In addition to the property price uncertainty, exchange rates were also volatile at the same time. For example, during the summer of 2008, the sterling pound valued two then after some time went back to 1.4. This rate change lowered the economic performance of the manufactures in the U.S. In simple terms, it was not easy to make long term and short term investment decision. (Kesselman, 2017)
Parnell, J. R., & Emerson, R. W. (2018) argued that financial institution of America also had several effect ion Automobile companies. As we stated above that the crisis commenced in summer 2007, the financial institutions that held mortgages were severely affected by price fall. Many mortgages were financed by bank investment and others by structured investment vehicles (SIVs). There were a lot of doubts if the lenders were going to get paid back.
In conclusion, the above-discussed car manufacturing industries brought into the ground themselves. However, American mortgages argue that the state-nation economy was the leading cause of their failure. The research clearly shows that the automakers were producing below the equilibrium. The underproduction was due to different problems and challenges.
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