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Performing a deep dive into a founder and their company is an integral 

part of forming long-term partnerships and making sound investment 

decisions.

$$

It’s essential to know as much as possible 

about the market viability of a venture 

before committing significant funds. And 

for that, establishing trust in the people 

whose vision and leadership will propel the 

company forward is every bit as important 

as verifying the fundamental business plan 

or market demand. 

But that’s where far too many investors fall 

short—they don’t do enough due diligence.



According to a LinkedIn survey of 277 institutional investors from three 

different continents, 63% use social media as their primary source for 

research and vetting1, thereby over-relying on inadequate tools and 

missing critical information that could make or break the venture. 

While social media sites like LinkedIn are a solid place to start, they’re 

largely inadequate for scrutinizing a founder’s background, since they 

only scratch the surface.

1 Linkedin. Investing in the Digital Age: how media influences the institutional investment journey. 

https://www.linkedin.com/business/marketing/blog/financial-services/-investing-in-the-digital-age-how-media-influences-the-

institute 

 
2 Researchgate. Startup Founders and their LinkedIn Connections. 

https://www.researchgate.net/publication/327114240_Startup_Founders_and_their_LinkedIn_Connections_Are_Well-

Connected_Entrepreneurs_More_Successful

Where LinkedIn Comes Up Short for Performing Due Diligence 

Many entrepreneurs and researchers place a significant level of trust in 

entrepreneur networks. A recent study from researchers at Purdue University 

discovered that social connections were one of the largest factors driving 

investment deals2. According to their analysis, “The average number of followers 

that the founders of a company had according to their LinkedIn profile was the 

strongest predictor of the amount of funds raised by companies.” 

Since LinkedIn works as a referral network based on direct, secondary, and 

tertiary connections, people are more likely to trust a new person if someone in 

their personal network can vouch for them. For many business people, this 

substitutes as a rudimentary vetting system. 

But it can only take you so far—and that’s not far enough.  

Here is where a real-time due diligence tool like Ferret can make all the 

difference. We spoke at length with Damien Lanyon, a financial advisor, serial 

investor, and Ferret proponent, who explained how he and his team have used 

this next-level AI to uncover hidden information, thereby avoiding costly 

investment mistakes and making informed business decisions instead. 



Why Does Real-Time Due Diligence Matter?  

During our interview, Damien shared examples of when Ferret’s up-to-the-minute 

updates would have enhanced his ability to make smart investments and avoid 

unnecessary headaches and hassle.

But here’s the problem that Damien’s team, and so many others, have run into: 

uncovering wrongdoing is no easy feat.  

It’s hard to see past the smoke and mirrors—the carefully curated LinkedIn 

personas that so many investors blindly believe in. These social media sites 

simply lack the capabilities to perform a rigorous screening. Damien needed real-

time updates, including those the founders had intentionally left undisclosed.

“We invested in a deal a number of years ago, that between the time 

we started due diligence and the time that we funded, there was a 

lawsuit. And it was never disclosed. So the offering documents at the 

time said there was no outstanding or pending litigation… And there 

was $600,000 in deferred legal fees defending them from a lawsuit 

against Craigslist for $65 million. Needless to say, that lawsuit 

torpedoed the company.”  

Few things can sink a promising investment venture as quickly as shady 

founders. All it takes is one unscrupulous person in a position of power to 

plummet a company into financial ruin or legal jeopardy. This is why 

trusting a company’s leadership is essential, especially in the early stages 

of a business’s lifecycle.

#1 Uncovering Red Flags That Pop Up 

Long After Your Initial Background Check

Many business deals and partnership agreements are drawn 

out for months, even years. In that time, anything can happen, 

including illegal, unethical, and financially damaging acts.



“Being a small firm dealing with a lot of small investment 

opportunities, I needed a better way to diligence people, but also to 

monitor them real-time.” 

With Ferret, he could have avoided this problem altogether, receiving a 

notification as soon as the lawsuit against Craigslist came about.

“As soon as people know, oh wait! Somebody’s actually going to be 

looking into this, it totally changes the nature of the relationship. At 

that point, you’re incentivized to be as transparent as possible so that 

there’s nothing that you discover afterward that they didn’t tell you, as 

opposed to being incentivized to try to look as good as you can.”

#2 Encouraging Upfront Transparency in Partnerships 

and Business Dealings 

In one instance, Damien was meeting with a real estate 

group out of Chicago. During the meeting, he 

mentioned that a part of their due diligence would be to 

run the founder’s names through Ferret. If there was 

anything to be discovered about the founder’s past, it 

would inevitably show up. 

The mere idea of Ferret’s technology created a paradigm shift in terms of 

building relationships with transparency, honest disclosure, and accountability. 

The call ended and Damien went back to work. Not five minutes later, an email 

came in. It was the real estate group, voluntarily disclosing a previous bankruptcy 

from years before and explaining the circumstances around that event. 

Damien hadn’t done a thing. He hadn’t run their names through Ferret’s system 

or looked deeper into their network. And yet, the knowledge that he might 

investigate their past prompted candid disclosures and full transparency.   

While interviewing, Ferret’s Head of Product, Matt Heisie, came to a profound 

realization of his own upon hearing Damien’s experience.



Using AI Due Diligence to Weed Out Corrupt Founders and 

Fraudulent Partners  

Not every potential business partner is going to make the kind of candid 

confession that Damien experienced. Considering that white-collar crimes are 

notoriously difficult to prosecute, many business owners feel confident that their 

transgressions will remain secret.  

In most large-scale institutions, financial crimes like fraud, embezzlement, wage 

theft, and insider trading remain shrouded for a number of reasons3:

Due to the opaque nature of large corporations and the infrequent nature of 

prosecution or even reporting, these criminal acts rarely make front-page news. 

They definitely don’t make it onto your LinkedIn feed. As such, many founders 

and CEOs are free to deceive new investors and defraud more innocent people. 

With Ferret, you can find information that may otherwise be buried—lawsuits that 

were settled out of court, or pending litigation and disputes that may never enter 

the public record, but still constitute major red flags.

Financial schemes can be difficult for laypeople to understand.

There’s rarely a clear throughline from the perpetrator to the victim.

Within a multi-layer bureaucracy, it’s difficult to establish who was involved 

and where the fault lies.

Prosecutors must demonstrate intentionality and not sheer incompetence.

3  Harvard Business Review. Understanding White-Collar Crime. 

https://hbr.org/2016/11/understanding-white-collar-crime



The Increased Need for Deep Dives in the Current Digital Era 

Although never a perfect system, business associates historically met face-to-

face and used their intuition and judgment to evaluate a founder’s 

trustworthiness. They felt like they actually got to know the people they would be 

doing business with. And they had the opportunity to establish a rapport, look 

each other in the eye, and shake hands. 

But COVID has radically disrupted that aspect of deal-making.  

Nowadays, a significant percentage of business relationships are forged online 

via video conferencing. Potential investors lose out on the face-to-face interaction 

that’s so vital in judging the trustworthiness of a company’s founder or any other 

potential partner, as Damien noted.

Assessing A Founder or CEO Using Due Diligence: 

Red Flags to Look For

“We’re now dealing with people that we’re probably never going to 

meet in person, which is fine. But how do you know what their 

ecosystem and their network looks like?”

With Ferret, you have insight into who a person really is, beyond the surface level 

of a curated LinkedIn profile and a brief Zoom call or email exchange.

According to investor Phil Town, past careers and previous business dealings are 

usually the best places to start. Any sign of shady activity—even if it’s technically 

legal—could be a sign of questionable morals and loose regard for the law, 

ethics, or compliance requirements4.

4 Rule One Investing. How to Avoid Investing in Corrupt Companies (Don’t Get Burned By a Bad CEO). 

https://www.ruleoneinvesting.com/blog/how-to-invest/corrupt-companies/

So, what are the signs that reveal critical details about the 

trustworthiness, or lack thereof, of a company’s founder and 

management team?



For A Founder’s Full History, Ferret Out Everything

Are you ready to try Ferret for yourself? 

Join the Beta waitlist today.

For an accurate look at a founder’s history and character, search engines and 

social networks aren’t the answer. They simply weren’t designed to handle the 

rigorous due diligence that is necessary for a comprehensive review.  

For that, Ferret is your solution.  

As Damien discovered, our unparalleled AI functionality combined with world-

class information gathering systems provides everything an investor or business 

needs to identify promising opportunities and avoid bad apples.  

“Ferret will make it possible for our firm to continuously monitor 

every risk-relevant founder, executive, advisor, and board member, 

and fulfill our fiduciary duties to our clients.”

Next, he recommends taking a closer look at the letter that the CEO provides to 

all shareholders. Ask yourself:

If a founder is deceiving existing stakeholders and partners, chances are they’re 

actively deceiving new investors, too. To confirm or disprove your suspicions, 

you’ll need Ferret’s real-time monitoring capabilities.

Are they providing a comprehensive overview of the company’s current 

position, including honest disclosures of any negatives alongside the positives?

Are they treating shareholders as respected partners or outsiders who only get 

to see the polished version of the company, receiving a perpetual “sales pitch”?

Do the company’s ethics and mission statement underlie all communications, or 

has the founder lost sight of these foundational principles?
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