REASONS FOR COLLAPSE OF BARINGS BANK
The Barings Bank collapse of 1995 is considered a pivotal turning point in the history of banking and has become a textbook example of accounting fraud. Over a period of three years, Nick Leeson, a Singapore-based management employee of London's Barings Bank, lost £827 million (US$1.4 billion), primarily on futures contract speculation, and through manipulating the records, hid his actions until February 1995.

When the losses were revealed, Barings Bank, the oldest merchant bank in the City of London, the Queen's bankers, and the financier of the Napoleonic Wars, were forced to default on its accounts.

Internal auditing
Barings Futures Singapore (BFS)'s management structure through 1995 enabled Leeson to operate without supervision from London headquarters. Leeson was not only the floor manager for Barings' trading on the Singapore International Monetary Exchange; he was also the head of settlement operations, charged with ensuring accurate accounting for the unit. Normally the positions would have been held by two different employees. As trading floor manager, Leeson reported to an office (head of settlement operations) inside Barings Bank which he himself held, which short-circuited normal accounting and auditing safeguards. After the collapse, several observers, including Leeson himself, placed much of the blame on the bank's own deficient internal auditing and risk management practices.

People at the London end of Barings were all so know-all that nobody dared ask a stupid question in case they looked silly in front of everyone else. Some people did raise eyebrows about Leeson's activities but were ignored.

Corruption
Because of the absence of oversight, Leeson was able to make seemingly small gambles in the futures arbitrage market at Barings Futures Singapore (BFS) and cover for his shortfalls by reporting losses as gains to Barings in London. Specifically, Leeson altered the branch's error account, subsequently known by its account number 88888 as the "five-eights account," to prevent the London office from receiving the standard daily reports on trading, price, and status. Leeson claims the losses started when one of his colleagues bought contracts when she should have sold them.

By December 1994 Leeson had cost Barings £200 million. He reported to British tax authorities a £102 million profit. If the company had uncovered his true financial dealings then, collapse might have been avoided as Barings had capital of £350 million.

Kobe earthquake
Using the hidden "five-eights account," Leeson began to aggressively trade in futures and options on SIMEX. His decisions routinely lost substantial sums, but he used money entrusted to the bank by subsidiaries for use in their own accounts. He falsified trading records in the bank's computer systems, and used money intended for margin payments on other trading. Barings Bank management in London at first congratulated and rewarded Leeson for what seemed to be his outstanding trading profits. However, his luck ran out when the Kobe earthquake sent the Asian financial markets into a tailspin. Leeson bet on a rapid recovery by the Nikkei Stock Average which failed to materialize.

Discovery
On Thursday, 23 February 1995 Leeson left Singapore to fly to Kuala Lumpur. Barings Bank auditors finally discovered the fraud, around the same time that Barings' chairman, Peter Barings, received a confession note from Leeson, but it was too late. The Bank of England attempted a weekend bailout but it was unsuccessful Barings was declared insolvent on Sunday, 26 February 1995 and appointed administrators began managing the finances of Barings Group and its subsidiaries. The same day, the Board of Banking Supervision of the Bank of England launched an investigation led by Britain's Chancellor of the Exchequer and their report was released on 18 July 1995.
 By 27 February 1995, Leeson's activities had generated losses totalling £827 million (US$1.4 billion), twice the bank's available trading capital. The collapse (costing another £100 million) was dramatic; employees around the world did not receive their bonuses.

Aftermath
ING, a Dutch bank, purchased Barings Bank in 1995 for the nominal sum of £1 and assumed all of Barings' liabilities, forming the subsidiary IMG Barings. In 2001, IMG sold the U.S. based operations to ABN Amro for $275 million, and folded the rest of IMG Barings into its European banking division. This left only the asset mangement division, Baring Asset Management. In March 2005, BAM was then split and sold by ING to MassMutual (acquiring BAM’s investment management activities and the rights to use the Baring Asset Management name) and Northern Trust (acquiring BAM’s Financial Services Group). Barings Bank therefore no longer has a separate corporate existence, although the Barings name still lives on as the MassMutual subsidiary Baring Asset Management.

Nick Leeson fled Singapore but was arrested in Germany and extradited back to Singapore, where he was convicted of fraud and sentenced to six and a half years imprisonment. While in Changi prison he was diagnosed with cancer, recovered and was divorced by his wife. Upon early release in 1999, he wrote an autobiography, Rogue Trader, covering the events leading up to the collapse. Film-maker James Dearden later dramatized the book in the film Rogue Trader.

