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This quarterly report on Form 10-Q contains certain forward-looking statements within the meaning of Section 274 of thdJnited States Securities Act of 1933, as amended,
and Section 21E of the United States Securities Exchange Act of 1934, as amended, that are subject to the safe harbor created by those sections. For more information, see

“Cautionary Note Regarding Forward-Looking Statements.
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As used in this report, references to “DiaMedica,” the “Company,” “we,” “our” or “us,” unless the context otherwise requires, refer to DiaMedica Therapeutics Inc. and

its subsidiaries, all of which are consolidated in DiaMedica’s condensed consolidated financial statements. References in this report to

common shares, no par value per share.

We own various unregistered trademarks and service marks, including our corporate logo. Solely for convenience, the trademarks and trade names in this report are

common shares” mean our voting

referred to without the ® and ™ symbols, but such references should not be construed as any indicator that the owner of such trademarks and trade names will not assert, to
the fullest extent under applicable law, their rights thereto. We do not intend the use or display of other companies’ trademarks and trade names to imply a relationship
with, or endorsement or sponsorship of us by, any other companies.




CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Statements in this report that are not descriptions of historical facts are forward-looking statements within the meaning of the United States Private Securities Litigation
Reform Act of 1995 that are based on management’s current expectations and are subject to risks and uncertainties that could negatively affect our business, operating
results, financial condition and share price. We have attempted to identify forward-looking statements by terminology including “anticipates,” “believes,” “can,” “continue,”
“could,” “estimates,” “expects,” “intends,” “may,” “plans,” “potential,” “predicts,” “should,” “will,” “would,” the negative of these terms or other comparable terminology,

and the use of future dates. The forward-looking statements in this report include, among other things, statements about:

”

e our plans to develop, obtain regulatory approval for and commercialize our DM 199 product candidate for the treatment of chronic kidney disease and acute

ischemic stroke and our expectations regarding the benefits of our DM199 product candidate;

our ability to conduct successful clinical testing of our DM 199 product candidate for chronic kidney disease and acute ischemic stroke;

our ability to obtain required regulatory approvals of our DM 199 product candidate for chronic kidney disease and acute ischemic stroke;

the perceived benefits of our DM 199 product candidate over existing treatment options for chronic kidney disease and acute ischemic stroke;

the potential size of the markets for our DM 199 product candidate and our ability to serve those markets;

the rate and degree of market acceptance, both in the United States and internationally, of our DM 199 product candidate for chronic kidney disease and acute

ischemic stroke;

e  our ability to partner with and generate revenue from biopharmaceutical or pharmaceutical partners to develop, obtain regulatory approval for and commercialize
our DM 199 product candidate for chronic kidney disease and acute ischemic stroke and any adverse ramifications as a result of our termination of a license and
collaboration agreement with Ahon Pharmaceutical Co., Ltd.;

e the success, cost and timing of planned clinical trials, as well as our reliance on collaboration with third parties to conduct our clinical trials;

e  expectations regarding federal, state, and foreign regulatory requirements and developments, such as potential United States Food and Drug Administration
(“FDA”) regulation of our DM 199 product candidate for chronic kidney disease and acute ischemic stroke;

e  our ability to obtain funding for our operations, including funding necessary to complete planned clinical trials and obtain regulatory approvals for our DM199
product candidate for chronic kidney disease and acute ischemic stroke;

e  our estimates regarding expenses, future revenue, capital requirements and needs for additional financing;

e  our expectations regarding our ability to obtain and maintain intellectual property protection for our DM 199 product candidate; and

e our anticipated use of the net proceeds from our December 2018 initial public offering.

These forward-looking statements are subject to a number of risks, uncertainties and assumptions, including those described under “Part I. Item 1A4. Risk Factors” in our
annual report on Form 10-K for the fiscal year ended December 31, 2018. Moreover, we operate in a very competitive and rapidly-changing environment. New risks emerge
from time to time. It is not possible for our management to predict all risks, nor can we assess the impact of all factors on our business or the extent to which any factor, or
combination of factors, may cause actual results to differ materially from those contained in any forward-looking statements we may make. In light of these risks,
uncertainties and assumptions, the forward-looking events and circumstances discussed in this report may not occur and actual results could differ materially and adversely
from those anticipated or implied in the forward-looking statements. You should not rely upon forward-looking statements as predictions of future events. Although we
believe that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee that the future results, levels of activity, performance or events
and circumstances reflected in the forward-looking statements will be achieved or occur. Except as required by law, including the securities laws of the United States, we do
not intend to update any forward-looking statements to conform these statements to actual results or to changes in our expectations.

1




PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

ASSETS
Current assets:

Cash and cash equivalents

Marketable securities

Amounts receivable

Deposits

Prepaid expenses and other assets
Total current assets

Non-current assets:
Operating lease right-of-use asset
Property and equipment, net
Deposits
Total non-current assets

Total assets

LIABILITIES AND EQUITY
Current liabilities:
Accounts payable
Accrued liabilities
Finance lease obligation
Operating lease obligation
Total current liabilities

Non-current liabilities:

Finance lease obligation, non-current
Operating lease obligation, non-current

Total non-current liabilities

Shareholders’ equity:

Common shares, no par value; unlimited authorized; 12,006,874 and 11,956,874 shares issued and outstanding, as

Diamedica Therapeutics Inc.

Condensed Consolidated Balance Sheets

(In thousands, except share amounts)

of September 30, 2019 and December 31, 2018, respectively

Additional paid-in capital

Accumulated other comprehensive income

Accumulated deficit
Total shareholders’ equity

Total liabilities and shareholders’ equity

See accompanying notes to the condensed consolidated financial statements.
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September 30, December 31,
2019 2018
(unaudited)

4,741 16,823

5,002 —

664 780

310 —

89 369

10,806 17,972

165 —

68 96

— 271

233 367

11,039 18,339

312 483

837 808

5 5

51 —

1,205 1,296

14 18

120 —

134 18

63,831 62,993

6 _
(54,137) (45,968)

9,700 17,025

11,039 18,339




Diamedica Therapeutics Inc.

Condensed Consolidated Statements of Operations and Comprehensive Loss

Operating revenues:
License revenues

Operating expenses:
Research and development
General and administrative
Operating loss
Other (income) expense:
Governmental assistance - research incentives
Other (income) expense, net
Change in fair value of warrant liability
Total other (income) expense
Loss before income tax expense
Income tax expense

Net loss

Other comprehensive income
Unrealized (gain) loss on marketable securities

Net loss and comprehensive loss

Basic and diluted net loss per share

Weighted average shares outstanding — basic and diluted

(In thousands, except share and per share amounts)

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
$ — S 500 — 3 500
1,617 1,210 6,098 3,071
1,044 771 2,725 2,073
(2,661) (1,487) (8,823) (4,644)
(263) (196) (663) (1,046)
38 39 (20) 61
— — — 39
(225) (157) (683) (946)
(2,436) (1,330) (8,140) (3,698)
12 57 29 74
(2,448) (1,387) (8,169) (3,772)
5 — (6 —
$ (2,453) $ (1,387) (8,163) $ (3,772)
$ 0.20) $ (0.18) 0.68) $ (0.51)
12,006,874 7,836,683 11,981,233 7,406,378

See accompanying notes to the condensed consolidated financial statements.
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Diamedica Therapeutics Inc.
Condensed Consolidated Statements of Shareholders’ Equity
(In thousands, except share and per share amounts)
(Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
Additional paid-in capital
Balance at beginning of period $ 63,380 § 47974 $ 62,993 § 41,033
Issuance of common shares and warrants, net offering costs of $529 — — — 5,840
Exercise of common share purchase warrants — 32 — 645
Exercise of stock options — — 75 43
Share-based compensation 451 110 763 555
Balance at end of period 63,831 48,116 63,831 48,116
Accumulated other comprehensive income
Balance at beginning of period 11 — —
Unrealized gain (loss) on marketable securities ®) — 6 —
Balance at end of period 6 — 6 —
Accumulated deficit
Balance at beginning of period (51,689) (42,619) (45,968) (40,234)
Net loss (2,448) (1,387) (8,169) (3,772)
Balance at end of period (54,137) (44,006) (54,137) (44,006)
Total shareholders’ equity $ 9,700 $ 4,110 $ 9,700 $ 4,110

See accompanying notes to the condensed consolidated financial statements.
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Diamedica Therapeutics Inc.
Condensed Consolidated Statements of Cash Flows

(In thousands)
(Unaudited)
Nine Months Ended September 30,
2019 2018
Cash flows from operating activities:
Net loss $ (8,169) § (3,772)
Adjustments to reconcile net loss to net cash used in operating activities:
Share-based compensation 763 555
Amortization of discount on marketable securities (68) —
Non-cash lease expense 36 —
Depreciation 16 10
Change in fair value of warrant liability — 39
Changes in operating assets and liabilities:
Amounts receivable 116 (963)
Prepaid expenses 280 99)
Deposits (39) —
Accounts payable (171) (264)
Accrued liabilities (1) 698
Net cash used in operating activities (7,237) (3,796)
Cash flows from investing activities:
Purchase of marketable securities (10,928) —
Maturities of marketable securities 6,000 —
Disposition of property and equipment, net 12 —
Purchase of property and equipment — (63)
Net cash used in investing activities (4,916) (63)
Cash flows from financing activities:
Proceeds from the exercise of stock options 75 43
Principal payments on finance lease obligations 4) —
Proceeds from issuance of common shares and warrants, net of offering costs — 5,840
Proceeds from the exercise of common share purchase warrants — 521
Net cash provided by financing activities 71 6,404
Net increase (decrease) in cash and cash equivalents (12,082) 2,545
Cash and cash equivalents at beginning of period 16,823 1,353
$ 4,741 $ 3,898

Cash and cash equivalents at end of period

See accompanying notes to the condensed consolidated financial statements.
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DiaMedica Therapeutics Inc.
Notes to the Condensed Consolidated Financial Statements
(Unaudited)

1. Business

DiaMedica Therapeutics Inc. and its wholly-owned subsidiaries, DiaMedica USA, Inc. and DiaMedica Australia Pty Ltd. (collectively “we,” “us,” “our,” “DiaMedica”
and the “Company”), exist for the primary purpose of advancing the clinical and commercial development of a proprietary recombinant, or synthetic, KLK1 protein for the
treatment of kidney and neurological diseases with our primary focus on chronic kidney disease (“CKD”) and acute ischemic stroke (“AIS”). Our parent company is
governed under the British Columbia Business Corporations Act and, commencing on December 7, 2018, our common shares are publicly traded on The Nasdaq Capital
Market under the symbol “DMAC.” The Company’s shares were previously traded on the TSX Venture Exchange in Canada and on the OTCQB in the United States.

2. Risks, Uncertainties and Going Concern

DiaMedica operates in a highly regulated and competitive environment. The development, manufacturing and marketing of pharmaceutical products require approval
from, and are subject to ongoing oversight by, the Food and Drug Administration (“FDA”) in the United States, the European Medicines Agency (“EMA”) in the
European Union, and comparable agencies in other countries. As a result, DiaMedica is subject to many risks and uncertainties, including those described in the
Company’s annual report on Form 10-K for the fiscal year ended December 31, 2018 under “Part I. Item 1A. Risk Factors.” We are in the clinical stage of development of
our initial product candidate, DM199, for the treatment of CKD and AIS. The Company has not completed the development of any product candidate and, accordingly, has
not begun to commercialize any product candidate or generate any revenues from the sale of any product candidate. DM 199 requires significant additional clinical testing
and investment prior to seeking marketing approval and is not expected to be commercially available for at least three to five years, if at all. The Company’s future success
is dependent upon the success of its development efforts, its ability to demonstrate clinical progress for its DM 199 product candidate in the United States or other markets,
its ability to obtain required governmental approvals of its product candidate, its ability to license or market and sell its DM 199 product candidate, and its ability to obtain
additional financing to fund these efforts.

As of September 30, 2019, we have incurred losses of $54.1 million since our inception in 2000. For the nine months ended September 30, 2019, we incurred a net loss of
$8.2 million and negative cash flows from operating activities of $7.2 million. We expect to continue to incur operating losses until such time as any future product sales,
royalty payments, licensing fees, and/or milestone payments generate revenue sufficient to fund our continuing operations. For the foreseeable future, we expect to incur
significant operating losses as we continue the research, development and clinical trials of, and to seek regulatory approval for, our DM 199 product candidate. As of
September 30, 2019, DiaMedica had cash and cash equivalents of $4.7 million, marketable securities of $5.0 million, working capital of $9.6 million and shareholders’
equity of $9.7 million. Our principal source of cash has been net proceeds from the issuance of equity securities. Although the Company has previously been successful in
obtaining financing through equity securities offerings, there is no assurance that we will be able to do so in the future. This is particularly true if our clinical data is not
positive or economic and market conditions deteriorate.

We anticipate that we will need substantial additional capital to further our research and development activities, complete the required clinical trials, fund our regulatory
activities and otherwise develop our product candidate, DM 199, or any future product candidates, to a point where they may be commercially sold. We expect our current
cash resources to be sufficient to allow us to complete our current ongoing Phase Il REMEDY trial in patients with AIS and the first two cohorts in the Phase II study in
patients with CKD and to otherwise fund our planned operations into the fourth quarter of 2020. However, the amount and timing of our future funding requirements will
depend on many factors, including the timing and results of our ongoing development efforts, including enrollment in our clinical trials, the potential expansion of current
development programs, potential new development programs, and related general and administrative support. We may require significant additional funds earlier than we
currently expect and there is no assurance that we will not need or seek additional funding prior to such time.
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The accompanying interim condensed consolidated financial statements have been prepared assuming that we will continue as a going concern which contemplates the
realization of assets and liquidation of liabilities in the normal course of business and do not include any adjustments relating to the recoverability or classification of
assets or the amounts of liabilities that might result from the outcome of these uncertainties. Our ability to continue as a going concern, realize the carrying value of our
assets and discharge our liabilities in the ordinary course of business is dependent upon a number of factors, including our ability to obtain additional financing, the success
of our development efforts, our ability to obtain marketing approval for our initial product candidate, DM 199, in the United States, the European Union or other markets,
and ultimately our ability to license and/or market and sell our initial product candidate. These factors, among others, raise substantial doubt about our ability to continue
operations as a going concern. See Note 3 titled “Liquidity and Management’s Plans.”

3. Liquidity and Management Plans

As of December 31, 2018 and September 30, 2019, the Company had an accumulated deficit of $46.0 million and $54.1 million, respectively, and the Company has not
generated positive cash flow from operations since its inception.

Additional funding will be required to continue the Company’s research and development and other operating activities. In the next 12 months, we will likely seek to raise
additional funds through various sources, such as equity or debt financings, or through strategic collaborations and license agreements. We can give no assurances that we
will be able to secure additional sources of funds to support our operations, or if such funds are available to us, that such additional financing will be sufficient to meet our
needs or on terms acceptable to us. This risk would increase if our clinical data is not positive or economic and market conditions deteriorate.

There can be no assurances that we will be able to obtain additional financing on commercially reasonable terms, or at all. To the extent we raise additional capital through
the sale of equity or convertible debt securities, the ownership interests of our shareholders will be diluted. Debt financing, if available, may involve agreements that
include conversion discounts or covenants limiting or restricting our ability to take specific actions, such as incurring additional debt, making capital expenditures or
declaring dividends. If we raise additional funds through government or other third-party funding, marketing and distribution arrangements or other collaborations, or
strategic alliances or licensing arrangements with third parties, we may have to relinquish valuable rights to our technologies, future revenue streams, research programs or
product candidates or grant licenses on terms that may not be favorable to us. The availability of financing may be affected by our clinical data and other results of
scientific and clinical research; the ability to attain regulatory approvals; market acceptance of our product candidates; the state of the capital markets generally with
particular reference to pharmaceutical, biotechnology, and medical companies; the status of strategic alliance agreements; and other relevant commercial considerations.

If adequate funding is not available when needed, we may be required to scale back our operations by taking actions that may include, among other things, reducing use of
outside professional service providers, reducing the number of our employees or employee compensation, or implementing other cost reduction strategies; significantly
modify or delay the development of our DM 199 product candidate; license to third parties the rights to commercialize our DM 199 product candidate for CKD, AIS or
other indications that we would otherwise seek to pursue, or otherwise relinquish significant rights to our technologies, future revenue streams, research programs or
product candidates or grant licenses on terms that may not be favorable to us; and/or divest assets or cease operations through a merger, sale, or liquidation of our
company.

4. Summary of Significant Accounting Policies
Interim financial statements

We have prepared the accompanying condensed consolidated financial statements in accordance with accounting principles generally accepted in the United States (“US
GAAP”) for interim financial information and with the instructions to Form 10-Q and Regulation S-X of the Securities and Exchange Commission (“SEC”). Accordingly,
they do not include all of the information and footnotes required by US GAAP for complete financial statements. These condensed consolidated financial statements
reflect all adjustments consisting of normal recurring accruals which, in the opinion of management, are necessary to present fairly our consolidated financial position,
consolidated results of operations, consolidated statement of shareholders’ equity and consolidated cash flows for the periods and as of the dates presented. Our fiscal year
ends on December 31. The condensed consolidated balance sheet as of December 31, 2018 was derived from audited consolidated financial statements. These condensed
consolidated financial statements should be read in conjunction with the annual consolidated financial statements and the notes thereto. The nature of our business is such
that the results of any interim period may not be indicative of the results to be expected for the entire year. Certain prior period amounts have been reclassified to conform
to the current basis of presentation.




Cash and cash equivalents

The Company considers all bank deposits, including money market funds, and other investments, purchased with an original maturity to the Company of three months or
less, to be cash and cash equivalents.

Concentration of credit risk
Financial instruments that potentially expose the Company to concentration of credit risk consist primarily of cash and cash equivalents and marketable securities.

The Company maintains its cash balances primarily with two financial institutions. These balances exceed federally insured limits. The Company has not experienced any
losses in such accounts and believes it is not exposed to any significant credit risk in cash and cash equivalents.

The Company believes that the credit risk related to marketable securities is limited due to the adherence to an investment policy focused on the preservation of principal.
Marketable securities

The Company’s marketable securities consist solely of available-for-sale securities and were valued in accordance with the fair value measurement guidance discussed
below. Available-for-sale securities are carried at fair value with unrealized gains and losses reported as a component of shareholders’ equity in accumulated other
comprehensive income (loss). Realized gains and losses, if any, are calculated on the specific identification method and are included in other income in the condensed
consolidated statements of operations.

Available-for-sale securities are reviewed for possible impairment at least quarterly, or more frequently if circumstances arise that may indicate impairment. When the fair
value of the securities declines below the amortized cost basis, impairment is indicated and it must be determined whether it is other than temporary. Impairment is
considered to be other than temporary if the Company: (i) intends to sell the security, (ii) will more likely than not be forced to sell the security before recovering its cost,
or (iii) does not expect to recover the security’s amortized cost basis. If the decline in fair value is considered other than temporary, the cost basis of the security is adjusted
to its fair market value and the realized loss is reported in earnings. Subsequent increases or decreases in fair value are reported as a component of shareholders’ equity in
accumulated other comprehensive income (loss).

Fair value measurements

Under the authoritative guidance for fair value measurements, fair value is defined as the exit price, or the amount that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants as of the measurement date. The authoritative guidance also establishes a hierarchy for inputs used in
measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring that the most observable inputs be used when
available. Observable inputs are inputs market participants would use in valuing the asset or liability developed based on market data obtained from sources independent of
the Company. Unobservable inputs are inputs that reflect the Company’s assumptions about the factors market participants would use in valuing the asset or liability
developed based upon the best information available in the circumstances. The categorization of financial assets and financial liabilities within the valuation hierarchy is
based upon the lowest level of input that is significant to the fair value measurement.
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The hierarchy is broken down into three levels defined as follows:

Level 1 Inputs — quoted prices in active markets for identical assets and liabilities
Level 2 Inputs — observable inputs other than quoted prices in active markets for identical assets and liabilities
Level 3 Inputs — unobservable inputs

As of September 30, 2019, the Company believes that the carrying amounts of its other financial instruments, including amounts receivable, accounts payable and accrued
liabilities, approximate their fair value due to the short-term maturities of these instruments. See Note 5, titled “Marketable Securities” for additional information.

Recently adopted accounting pronouncements

In February 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2016-02,Leases. The guidance in ASU 2016-
02 supersedes the lease recognition requirements in the Accounting Standards Codification Topic 840, Leases. ASU 2016-02 requires an entity to recognize assets and
liabilities arising from a lease for both financing and operating leases, along with additional qualitative and quantitative disclosures. The new standard requires the
immediate recognition of all excess tax benefits and deficiencies in the statements of operations and requires classification of excess tax benefits as an operating activity as
opposed to a financing activity in the statements of cash flows. This standard became effective for us on January 1, 2019.

The FASB has subsequently issued the following amendments to ASU 2016-02, which have the same effective date and transition date of January 1, 2019, and which we
collectively refer to as the new leasing standards:

e ASU No. 2018-01, Leases (Topic 842): Land Easement Practical Expedient for Transition to Topic 842, which permits an entity to elect an optional transition
practical expedient to not evaluate under Topic 842 land easements that existed or expired prior to adoption of Topic 842 and that were not previously accounted
for as leases under the prior standard, ASC 840, Leases.

e ASU No. 2018-10, Codification Improvements to Topic 842, Leases, which amends certain narrow aspects of the guidance issued in ASU 2016-02.

e ASU No. 2018-11, Leases (Topic 842): Targeted Improvements, which allows for a transition approach to initially apply ASU 2016-02 at the adoption date and
recognize a cumulative-effect adjustment to the opening balance of retained earnings in the period of adoption as well as an additional practical expedient for
lessors to not separate non-lease components from the associated lease component.

e  ASU No. 2018-20, Narrow-Scope Improvements for Lessors, which contains certain narrow scope improvements to the guidance issued in ASU 2016-02.

s

Additional information and disclosures required by this new standard are contained in Note 9, titled “Operating Lease.’

We adopted the new leasing standards on January 1, 2019, using a modified retrospective transition approach to be applied to leases existing as of, or entered into after,
January 1, 2019; and, consequently, financial information will not be updated and the disclosures required under Topic 842 will not be provided for dates and periods prior
to January 1, 2019. We have reviewed our existing lease contracts and the impact of the new leasing standards on our consolidated results of operations, financial position
and disclosures. Upon adoption of the new leasing standards, we recognized a lease liability and related right-of-use asset on our condensed consolidated balance sheet of
approximately $205,000.

In June 2018, the FASB issued ASU No. 2018-07, ‘Tmprovements to Nonemployee Share-Based Payment Accounting,” to simplify the accounting for share-based
payments to nonemployees by aligning it with the accounting for share-based payments to employees, with certain exceptions. This ASU is effective for public entities for
fiscal years beginning after December 15, 2018. Prior to the adoption of this ASU, share-based compensation awarded to non-employees was subject to revaluation over
its vesting terms. Subsequent to the adoption of this ASU, non-employee share-based payment awards are measured on the date of grant, similar to share-based payment
awards granted to employees. We adopted this standard on January 1, 2019 and the adoption of this ASU did not have a material impact on our financial position or our
condensed consolidated statements of operations.




5. Marketable Securities

The available-for-sale marketable securities are primarily comprised of investments in commercial paper, corporate bonds and government securities and consist of the
following, measured at fair value on a recurring basis:

Fair Value Measurements as of September 30, 2019
Using Inputs Considered as

Fair Value Level 1 Level 2 Level 3
Commercial paper and corporate bonds $ 2,000 $ — S 2,000 $ —
Government securities 3,002 — 3,002 —
Total marketable securities $ 5,002 $ — 3 5002 § —

Accrued interest receivable on available-for-sale securities was $25,000 as of September 30, 2019 and is included in amounts receivable.

There were no transfers of assets between Level 1 and Level 2 of the fair value measurement hierarchy during the nine months ended September 30, 2019.

Under the terms of the Company’s investment policy, purchases of marketable securities are limited to investment grade governmental and corporate obligations with a
primary objective of principal preservation. Maturities of individual securities are less than one year and the amortized cost of all securities approximated fair value as of
September 30, 2019.

6. Amounts Receivable

Amounts receivable consisted of the following (in thousands):

September 30, 2019 December 31, 2018

Research and development incentives $ 600 $ 622
Sales-based taxes receivable 39 134
Other 25 24

Total amounts receivable $ 664 8§ 780
7. Deposits

Deposits consisted of the following (in thousands):

September 30, 2019 December 31, 2018
Advances to vendors - current $ 310 $ —

Advances to vendors — non current $ — 3 271

We periodically advance funds to vendors engaged to support the performance of our clinical trials and related supporting activities. The funds advanced are held, interest
free, for varying periods of time and may be recovered by DiaMedica through partial reductions of ongoing invoices, application against final study/project invoices or
refunded upon completion of services to be provided. Deposits are classified as current or non-current based upon their expected recovery time.
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8. Property and Equipment
Property and equipment consisted of the following (in thousands):

September 30, 2019 December 31, 2018

Furniture and equipment $ 49 8 49
Computer equipment 59 71
108 120
Less accumulated depreciation (40) (24)
Property and equipment, net $ 68 § 96
9. Operating Lease

We lease certain office space under a non-cancelable operating lease. This lease does not have significant rent escalation holidays, concessions, leasehold improvement
incentives or other build-out clauses. Further this lease does not contain contingent rent provisions. This lease terminates on August 31, 2022 and we do not have an option
to renew. This lease does include both lease (e.g., fixed rent) and non-lease components (e.g., common-area and other maintenance costs). The non-lease components are
deemed to be executory costs and are therefore excluded from the minimum lease payments used to determine the present value of the operating lease obligation and
related right-of-use asset.

This lease does not provide an implicit rate and, due to the lack of a commercially salable product, we are generally considered unable to obtain commercial credit.
Therefore, we estimated our incremental borrowing rate to be 9%, considering the quoted rates for the lowest investment-grade debt and the interest rates implicit in recent
financing leases. We used our estimated incremental borrowing rate and other information available at the lease commencement date in determining the present value of
the lease payments.

Our operating lease cost and variable lease costs were $49,000 and $40,000, respectively, for the nine months ended September 30, 2019. Variable lease costs consist
primarily of common area maintenance costs, insurance and taxes which are paid based upon actual costs incurred by the lessor.

Maturities of our operating lease obligation are as follows as of September 30, 2019 (in thousands):

2019 $ 16
2020 66
2021 68
2022 46
Total lease payments $ 196
Less interest portion (25)
Present value of lease obligation $ 171
10. Accrued Liabilities

Accrued liabilities consisted of the following (in thousands):

September 30, 2019 December 31, 2018

Accrued compensation and related $ 299 § 417
Accrued clinical study costs 327 292
Accrued research and other professional fees 179 65
Accrued taxes and other liabilities 32 34

Total accrued liabilities $ 837 8 808
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11. Shareholders’ Equity
Authorized capital stock
The Company has authorized share capital of an unlimited number of voting common shares and the shares do not have a stated par value.

Common shareholders are entitled to receive dividends as declared by the Company, if any, and are entitled to one vote per share at the Company's annual general meeting
and any special meeting.

Equity issued during the nine months ended September 30, 2019

During the nine months ended September 30, 2019, 50,000 common shares were issued on the exercise of options for gross proceeds of $75,000 and no warrants were
exercised.

Equity issued during the nine months ended September 30, 2018

On March 29, 2018, the Company completed, in two tranches, a brokered and non-brokered private placement of 1,322,965 units at a price of $4.90 per unit for aggregate
gross proceeds of approximately $6.3 million. Each unit consisted of one common share and one half of one common share purchase warrant. The Company issued
661,482 warrants. Each warrant entitles the holder to purchase one common share at a price of $7.00 at any time prior to expiry on March 19, 2020 and March 29, 2020 for
Tranche 1 and Tranche 2, respectively. The warrants are subject to early expiry under certain conditions. The warrant expiry date can be accelerated at the option of the
Company, in the event that the volume-weighted average trading price of the Company’s common shares exceeds $12.00 per common share for any 21 consecutive
trading days. In connection with this offering, the Company paid aggregate finder’s fees of approximately $384,000 and issued an aggregate of 80,510 compensation
warrants. Each compensation warrant entitles the holder to purchase one common share at $4.90 for a period of 2 years from the closing of the offering, subject to
acceleration on the same terms as the common share purchase warrants.

During the nine months ended September 30, 2018, 128,594 common shares were issued on the exercise of warrants for gross proceeds of $521,000 and 16,954 common
shares were issued on the exercise of options for gross proceeds of $43,000.

Shares reserved

Common shares reserved for future issuance are as follows:

September 30, 2019

Stock options outstanding 1,251,893
Deferred share units outstanding 21,183
Shares available for grant under the DiaMedica Therapeutics Inc. Stock Option Plan 1,372,675
Common shares issuable under common share purchase warrants 807,563

Total 3453314
12. Net Loss Per Share

We compute net loss per share by dividing our net loss (the numerator) by the weighted-average number of common shares outstanding (the denominator) during the
period. Shares issued during the period and shares reacquired during the period, if any, are weighted for the portion of the period that they were outstanding. The
computation of diluted earnings per share, or EPS, is similar to the computation of basic EPS except that the denominator is increased to include the number of additional
common shares that would have been outstanding if the dilutive potential common shares had been issued. Our diluted EPS is the same as basic EPS due to common
equivalent shares being excluded from the calculation, as their effect is anti-dilutive.
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The following table summarizes our calculation of net loss per common share for the periods (in thousands, except share and per share data):

Three Months Ended Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
Net loss $ (2,448) § (1,387) § (8,169) $ (3,772)
Weighted average shares outstanding—basic and diluted 12,006,874 7,836,683 11,981,233 7,406,378
Basic and diluted net loss per share $ 0.20) § 0.18) § 0.68) 8 (0.51)

The following outstanding potential common shares were not included in the diluted net loss per share calculations as their effects were not dilutive:

Three Months Ended Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
Employee and non-employee stock options 1,251,893 639,360 1,251,893 639,360
Common shares issuable under common share purchase warrants 807,563 825,264 807,563 825,264
Common shares issuable under deferred unit plan 21,183 21,183 21,183 21,183

13. Former License and Collaboration Agreement with Related Party

On September 27, 2018, the Company entered into a license and collaboration agreement (the “License Agreement”) with Ahon Pharmaceutical Co Ltd. (“Ahon Pharma”),
which granted Ahon Pharma exclusive rights to develop and commercialize DM 199 for acute ischemic stroke in mainland China, Taiwan, Hong Kong S.A.R. and Macau
S.A.R. Under the terms of the agreement, the Company received a non-refundable upfront payment of $500,000 upon signing the License Agreement and was entitled to
receive an additional non-refundable payment of $4.5 million upon the earlier of regulatory clearance to initiate a clinical trial in China or July 1, 2019. The Company also
had the potential to receive up to an additional $27.5 million in development and sales related milestones and up to approximately 10% royalties on net sales of DM199 in
the licensed territories. All development, regulatory, sales, marketing, and commercial activities and associated costs in the licensed territories were the sole responsibility
of Ahon Pharma. By its terms, the License Agreement could be terminated at any time by Ahon Pharma by providing 120 days written notice.

On August 12, 2019, after extensive good faith discussions between Ahon Pharma and the Company, the parties were unable to agree upon mutually acceptable revised
terms to the agreement and we terminated the License Agreement for non-payment of the $4.5 million milestone due upon the earlier of regulatory clearance to initiate a
clinical trial in China or July 1, 2019, thereby regaining worldwide rights for DM 199 for acute ischemic stroke.

Ahon Pharma is a subsidiary of Shanghai Fosun Pharmaceutical (Group) co. Ltd. (“Fosun Pharma”) which, through its partnership with SK Group, a South Korea based
company, is an investor in DiaMedica, holding approximately 8.4% of our common shares as of December 31, 2018. This investment was made in 2016.

14. Share-Based Compensation
2019 Omnibus Incentive Plan

The DiaMedica Therapeutics Inc. 2019 Omnibus Incentive Plan (the “2019 Plan”) was adopted by the Board of Directors in March 2019 and approved by our shareholders
at our annual general and special meeting of shareholders held on May 22, 2019. The 2019 Plan permits the Board, or a committee or subcommittee thereof, to grant to the
Company’s eligible employees, non-employee directors and consultants non-statutory and incentive stock options, stock appreciation rights, restricted stock awards,
restricted stock units, deferred stock units, performance awards, non-employee director awards and other stock-based awards. We grant options to purchase common
shares under the 2019 Plan at no less than the fair market value of the underlying common shares as of the date of grant. Options granted to employees and non-employee
directors have a maximum term of ten years and generally vest in approximately equal quarterly installments over one to three years. Options granted to non-employees
have a maximum term of five years and generally vest in approximately equal quarterly installments over one year. Subject to adjustment as provided in the 2019 Plan, the
maximum number of the Company’s common shares authorized for issuance under the 2019 Plan is 2,000,000 shares. As of September 30, 2019, options to purchase
627,325 common shares were outstanding under the 2019 Plan.
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Stock option plan

The DiaMedica Therapeutics Inc. Stock Option Plan, Amended and Restated November 6, 2018 (the “Prior Plan), was terminated by the Board of Directors in
conjunction with the shareholder approval of the 2019 Plan. Awards outstanding under the Prior Plan remain outstanding in accordance with and pursuant to the terms
thereof. Options granted under the Prior Plan have terms similar to those used under the 2019 Plan. As of September 30, 2019, options to purchase 624,568 common
shares were outstanding under the Prior Plan.

As the TSX Venture Exchange was the principal trading market for the Company’s common shares, all options granted prior to December 31, 2018 under the Prior Plan
were priced in Canadian dollars. Options granted after December 31, 2018 under the 2019 Plan and the Prior Plan have been priced in United States dollars.

Deferred share unit plan
The DiaMedica Therapeutics Inc. Amended and Restated Deferred Share Unit Plan (the “DSU Plan”) was terminated by the Board of Directors in conjunction with the
shareholder approval of the 2019 Plan. Awards outstanding under the DSU Plan remain outstanding in accordance with and pursuant to the terms thereof. As of September

30, 2019, there were 21,183 common shares reserved for DSUs outstanding.

The aggregate number of common shares reserved for issuance for awards granted under the 2019 Plan, the Prior Plan and the DSU Plan as of September 30, 2019 was
1,273,076.

Share-based compensation expense for each of the periods presented is as follows (in thousands):

Three Months Ended Nine Months Ended
September 30 September 30
2019 2018 2019 2018
Research and development $ 151 $ 26 $ 276 $ 129
General and administrative 300 84 487 426
Total share-based compensation $ 451§ 110 § 763§ 555

We recognize share-based compensation based on the fair value of each award as estimated using the Black-Scholes option valuation model. Ultimately, the actual expense
recognized over the vesting period will only be for those shares that actually vest.

A summary of option activity is as follows (in thousands except share and per share amounts):

Shares
Underlying Weighted
Options Average Exercise Aggregate
Outstanding Price Per Share Intrinsic Value
Balances at December 31, 2018 639,359 § 595 $ —
Granted 675,825 4.56
Exercised (50,000) 1.50
Expired/cancelled (7,186) 5.37
Forfeited (6,105) 6.03
Balances at September 30, 2019 1,251,893 § 538 8§ —

Information about stock options outstanding, vested and expected to vest as of September 30, 2019, is as follows:

OQutstanding, Vested and Expected to Vest Options Vested and Exercisable
Weighted Average Weighted Average
Remaining Remaining
Contractual Life Weighted Average Options Contractual Life
Per Share Exercise Price Shares (Years) Exercise Price Exercisable (Years)

$2.00 - $2.99 132,900 62 $ 2.29 132,067 6.2
$3.00 - $3.99 122,905 7.2 391 115,093 7.2
$4.00 - $4.99 764,971 9.5 4.60 161,193 8.9
$7.00 - $26.00 231,117 7.4 10.51 125,067 6.4
1,251,893 85 § 5.38 533,420 7.3
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations is based upon accounting principles generally accepted in the
United States of America and discusses the financial condition and results of operations for DiaMedica Therapeutics Inc. and its subsidiaries for the three and nine months
ended September 30, 2019 and 2018.

This discussion should be read in conjunction with our condensed consolidated financial statements and related notes included elsewhere in this report. The following
discussion contains forward-looking statements that involve numerous risks and uncertainties. Our actual results could differ materially from the forward-looking statements
as a result of these risks and uncertainties. See “Cautionary Note Regarding Forward-Looking Statements” for additional cautionary information.

Business Overview

We are a clinical stage biopharmaceutical company primarily focused on the development of novel recombinant proteins. Our goal is to use our patented and licensed
technologies to establish our company as a leader in the development and commercialization of therapeutic treatments from novel recombinant proteins. Our current focus is
on chronic kidney disease (“CKD”) and acute ischemic stroke (“AIS”). We plan to advance DM 199, our lead drug candidate, through required clinical trials to create
shareholder value by establishing its clinical and commercial potential as a therapy for CKD and AIS.

DM199 is a recombinant form of human tissue kallikrein-1 (“KLK1”). KLK1 is a serine protease (protein) produced primarily in the kidneys, pancreas and salivary glands,
which plays a critical role in the regulation of local blood flow and vasodilation (the widening of blood vessels which decreases blood pressure) in the body, as well as an
important role in inflammation and oxidative stress (an imbalance between potentially damaging reactive oxygen species, or free radicals, and antioxidants in your body).
We believe DM 199 has the potential to treat a variety of diseases where healthy functioning requires sufficient activity of KLK1 and its system, the kallikrein-kinin system
(“KKS”).

Our DM199 product candidate is in clinical development as follows:

DEVELOPMENT STAGE

PROGRAM  THERAPEUTIC INDICATIONS

PRE-CLINICAL  PHASE|  PHASE Il PHASE Il

DM199 IgA Nephropathy (IgAN)
KIDNEY
DISEASE African Americans with CKD

apoL) ———
DM199
STROKE Acute Ischemic Stroke Remedy Study

In October 2019, the FDA accepted the protocol for our Phase II clinical trial in participants with CKD. The Phase II trial is designed to assess the safety and efficacy of
DM199, at 3 pg/kg and 5 pg/kg dose levels, in the treatment of CKD in two cohorts: participants with CKD caused by IgA nephropathy (IgAN) and non-diabetic,
hypertensive African Americans with CKD.

In December 2018, the FDA accepted our Investigational New Drug application for the initiation of a Phase Ib clinical trial of DM 199 in participants with moderate or
severe CKD caused by Type I or Type II diabetes. We initiated dosing patients in this study in February 2019 and completed enrollment in July 2019. The study was
performed to assess the pharmacokinetics (“PK”) of three dose levels of DM199 (3, 5 and 8 pg/kg), administered in a single subcutaneous dose as well as the evaluation of
safety, tolerability and secondary pharmacodynamic (“PD”) endpoints. As we announced in June 2019, interim results met primary and secondary endpoints. PK profiles, at
the 3pg/kg dose level, were similar between moderate and severe CKD patients, and consistent with healthy subjects tested previously. Therefore, we do not believe dosing
adjustment is warranted, based on the presence or severity of CKD and a full renal study will likely not be required. The results from this Phase Ib study were used to guide
the design of our Phase II trial in patients suffering from rare and significant unmet causes of CKD.
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In February 2018, we initiated treatment on the first patient in our Phase Il REMEDY trial assessing the safety, tolerability and markers of therapeutic efficacy of DM199 in
patients suffering from AIS. As of October 31, 2019, we reached our enrollment goal with 92 participants and enrollment has been closed.

In September 2018, we entered into a license and collaboration agreement with Ahon Pharma, which granted Ahon Pharma exclusive rights to develop and commercialize
DM199 for acute ischemic stroke in mainland China, Taiwan, Hong Kong S.A.R. and Macau S.A.R. Under the terms of the agreement, we received an upfront payment of
$500,000 on signing and were entitled to receive an additional payment of $4.5 million upon the earlier of regulatory clearance to initiate a clinical trial in China or July 1,
2019. On August 12, 2019, after extensive good faith discussions with Ahon Pharma, we were unable to agree upon mutually acceptable revised terms to the agreement and
we terminated the agreement for non-payment of the $4.5 million milestone, thereby regaining worldwide rights for DM199 for acute ischemic stroke.

We have not generated any revenues from product sales. Since our inception, we have financed our operations from public and private sales of equity, the exercise of
warrants and stock options, interest income on funds available for investment and government grants and tax credits. We have incurred losses in each year since our
inception. Our net losses were $8.2 million and $3.8 million for the nine months ended September 30, 2019 and 2018, respectively. As of September 30, 2019, we had an
accumulated deficit of $54.1 million. Substantially all of our operating losses resulted from expenses incurred in connection with our product candidate development
programs, our primary research and development (“R&D”) activities, and general and administrative (“G&A”) support costs associated with our operations.

We expect to continue to incur significant expenses and increased operating losses for at least the next several years. In the near term, we anticipate that our expenses will
increase as we:

e advance the ongoing clinical development of DM199;
e provide G&A support for our operations; and
e maintain, expand and protect our intellectual property portfolio.

In addition, we expect our operating expenses to increase in 2019 compared to the comparable periods in 2018 as a result of our Nasdag-listed U.S. public reporting
company status obtained in December 2018.

While we expect our rate of future negative cash flow per month will vary due to the timing of expenses incurred, we expect our current cash resources to be sufficient to
allow us to complete our current ongoing Phase Il REMEDY trial in patients with AIS and the first two cohorts in the Phase II study in patients with CKD and to otherwise
fund our planned operations into the fourth quarter of 2020. However, the amount and timing of future funding requirements will depend on many factors, including the
timing and results of our ongoing development efforts, including enrollment in our clinical trials, the potential expansion of our current development programs, potential
new development programs, and related G&A support. We may require significant additional funds earlier than we currently expect and there is no assurance that we will
not need or seek additional funding prior to such time. We may elect to raise additional funds even before we need them if market conditions for raising additional capital are
favorable.

From a strategic perspective, we continue to believe that strategic alternatives with respect to our DM 199 product candidate, including licenses and business collaborations,
with other regional and global pharmaceutical and biotechnology companies can be important in advancing the clinical development of DM199. Therefore, as a matter of

course and from time to time, we continue to engage in discussions with third parties regarding these matters.
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Financial Overview
Revenues

Since our inception, we have incurred losses while advancing the development of our therapeutic product candidates. We have not generated any revenues from product
sales and do not expect to do so for a number of years. We may never generate sales revenues from our current DM 199 product candidate as we may never succeed in
obtaining regulatory approval or commercial sale of this product candidate. We received $500,000 in license revenue last year.

Research and Development Expenses

R&D expenses consist primarily of fees paid to external service providers such as contract research organizations and contract manufacturing organizations related to clinical
trials; contractual obligations for clinical development, clinical sites, laboratory testing, preclinical trials; development of manufacturing processes, costs for production runs
of DM199; salaries, benefits, share-based compensation and other R&D personnel costs.

At this time, due to the risks inherent in the clinical development process and the early stage of our product development programs, we are unable to estimate with any
certainty the costs we will incur in the continued development of DM199 or any of our preclinical development programs. We expect that our R&D expenses will continue to
increase if we are successful in advancing DM199, or any of our preclinical programs, into advanced stages of clinical development. The process of conducting clinical trials
necessary to obtain regulatory approval and manufacturing scale-up to support expanded development and potential future commercialization is costly and time consuming.
Any failure by us or delay in completing clinical trials, manufacturing scale-up or in obtaining regulatory approvals could lead to increased R&D expenses and, in turn, have
a material adverse effect on our results of operations.

General and Administrative Expenses

G&A expenses consist primarily of salaries and related benefits, including share-based compensation related to our executive, finance, business development and support
functions. Other G&A expenses include insurance, rent and utilities, travel expenses and professional fees for auditing, tax and legal services. We expect our G&A expenses
will increase in the future as we expand our operating activities. In addition, our G&A expenses have increased in 2019 compared to comparable periods in 2018 due to
increased costs associated with our listing on The Nasdaq Capital Market and U.S. public reporting company status, which commenced in December 2018.

Other (Income) Expense
Other (income) expense consists primarily of governmental assistance — research incentives, interest income and foreign currency exchange gains and losses.
Recently Adopted Accounting Pronouncements

In February 2016, the FASB issued Accounting Standards Update (“ASU”) No. 2016-02,Leases. The guidance in ASU 2016-02 supersedes the lease recognition
requirements in the Accounting Standards Codification Topic 840, Leases. ASU 2016-02 requires an entity to recognize assets and liabilities arising from a lease for both
financing and operating leases, along with additional qualitative and quantitative disclosures. The new standard requires the immediate recognition of all excess tax benefits
and deficiencies in the income statement and requires classification of excess tax benefits as an operating activity as opposed to a financing activity in the statements of cash
flows. This standard became effective for us on January 1, 2019.

The FASB has subsequently issued the following amendments to ASU 2016-02, which have the same effective date and transition date of January 1, 2019, and which we
collectively refer to as the new leasing standards:

o ASU No. 2018-01, Leases (Topic 842): Land Easement Practical Expedient for Transition to Topic 842, which permits an entity to elect an optional transition
practical expedient to not evaluate under Topic 842 land easements that existed or expired prior to adoption of Topic 842 and that were not previously accounted
for as leases under the prior standard, ASC 840, Leases.
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e ASU No. 2018-10, Codification Improvements to Topic 842, Leases, which amends certain narrow aspects of the guidance issued in ASU 2016-02.

e ASU No. 2018-11, Leases (Topic 842): Targeted Improvements, which allows for a transition approach to initially apply ASU 2016-02 at the adoption date and
recognize a cumulative-effect adjustment to the opening balance of retained earnings in the period of adoption as well as an additional practical expedient for
lessors to not separate non-lease components from the associated lease component.

e  ASU No. 2018-20, Narrow-Scope Improvements for Lessors, which contains certain narrow scope improvements to the guidance issued in ASU 2016-02.

We adopted the new leasing standards on January 1, 2019, using a modified retrospective transition approach to be applied to leases existing as of, or entered into after,
January 1, 2019; and, consequently, financial information will not be updated and the disclosures required under Topic 842 will not be provided for dates and periods prior
to January 1, 2019. We have reviewed our existing lease contracts and the impact of the new leasing standards on our consolidated results of operations, financial position
and disclosures. Upon adoption of the new leasing standards, we recognized a lease liability and related right-of-use asset on our condensed consolidated balance sheet of
approximately $205,000.

In June 2018, the FASB issued ASU No. 2018-07, ‘Tmprovements to Nonemployee Share-Based Payment Accounting,” to simplify the accounting for share-based payments
to nonemployees by aligning it with the accounting for share-based payments to employees, with certain exceptions. This ASU is effective for public entities for fiscal years
beginning after December 15, 2018, with early adoption permitted. Prior to the adoption of this ASU, share-based compensation awarded to non-employees was subject to
revaluation over its vesting terms. Subsequent to the adoption of this ASU, non-employee share-based payment awards are measured on the date of grant, similar to share-
based payment awards granted to employees. We adopted this standard on January 1, 2019 and the adoption of this ASU did not have a material impact on our financial
position or our condensed consolidated statements of operations.

Results of Operations
Comparison of the Three and Nine Months Ended September 30, 2019 and 2018

The following table summarizes our unaudited results of operations for the three and nine months ended September 30, 2019 and 2018 (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
Operating expenses:
Research and development $ 1,617 § 1,210 $ 6,098 $ 3,071
General and administrative 1,044 777 2,725 2,073
Total other income, net 225 157 683 946

Research and Development Expenses

R&D expenses increased to $1.6 million for the three months ended September 30, 2019, up from $1.2 million for the three months ended September 30, 2018, an increase
of $0.4 million. R&D expenses increased to $6.1 million for the nine months ended September 30, 2019, compared to $3.1 million for the nine months ended September 30,
2018, an increase of $3.0 million. The increase for the nine months ended September 30, 2019 was due to costs of approximately $1.4 million incurred for a new production
run of the DM199 drug substance, as well as costs incurred in conjunction with the Phase Ib and Phase II clinical studies in CKD patients and related non-clinical testing.
Increased personnel and non-cash share-based compensation costs also contributed to the increase. The increase for the three months ended September 30, 2019 was due to
costs incurred in conjunction with the Phase Ib and Phase IT CKD studies and non-cash share-based compensation costs, partially offset by a decline in costs incurred in
conjunction with the Phase Il REMEDY study in AIS patients.
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General and Administrative Expenses

G&A expenses were $1.0 million for the three months ended September 30, 2019, compared to $777,000 for the three months ended September 30, 2018. G&A expenses
increased to $2.7 million for the nine months ended September 30, 2019, up from $2.1 million for the nine months ended September 30, 2018. These increases were
primarily due to costs associated with our status as a Nasdaq-listed U.S. public reporting company, which commenced in December 2018, including increased professional
service, compliance and non-cash share-based compensation costs. Increased personnel costs also contributed to the increase on a year-to-date basis.

Total Other (Income) Expense

Total other income, net, increased to $225,000 for the three months ended September 30, 2019, up from $157,000 for the prior year period. Total other income, net,
decreased to $683,000 for the nine months ended September 30, 2019, compared to $946,000 for the nine months ended September 30, 2018. The year-to-date decrease is
primarily related to the initial recognition of R&D incentives from the Australian Government paid for qualifying research work performed by DiaMedica Australia Pty Ltd.
during the nine months ended September 30, 2018. The increase in the quarterly comparison relates to increased study costs, compared to the prior year period, driving an
increase in the eligible R&D incentive. The year-to-date decrease was partially offset by, and the current quarter increase was augmented by, increased interest income
earned on marketable securities during the three and nine months ended September 30, 2019.

Liquidity and Capital Resources

The following tables summarize our liquidity and capital resources as of September 30, 2019 and December 31, 2018, and our sources and uses of cash for each of the nine
month periods ended September 30, 2019 and 2018, and is intended to supplement the more detailed discussion that follows (in thousands):

Liquidity and Capital Resources September 30, 2019 December 31,2018
Cash and cash equivalents $ 4,741  $ 16,823
Marketable securities 5,002 —
Total assets 11,039 18,339
Total current liabilities 1,205 1,296
Total shareholders’ equity 9,700 17,025
Working capital 9,601 16,676
Nine Months Ended September 30,
Cash Flow Data 2019 2018
Cash flow provided by (used in):
Operating activities $ (7,237) $ (3,796)
Investing activities (4,916) (63)
Financing activities 71 6,404
Net increase (decrease) in cash $ (12,082) $ 2,545
Working Capital

We had cash and cash equivalents of $4.7 million, marketable securities of $5.0 million, current liabilities of $1.1 million and working capital of $9.6 million as of
September 30, 2019, compared $16.8 million in cash and cash equivalents, $1.3 million in current liabilities and $16.7 million in working capital as of December 31, 2018.
The decreases in our combined cash and cash equivalents and marketable securities and in our working capital are due primarily to our operating loss incurred for the nine
months ended September 30, 2019.
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Cash Flows
Operating Activities

Net cash used in operating activities for the nine months ended September 30, 2019 was $7.2 million compared to $3.8 million for the nine months ended September 30,
2018. This increase relates primarily to the increase in the net loss, partially offset by the effects of the changes in operating assets and liabilities.

Investing Activities

Investing activities consist primarily of purchases of marketable securities and property and equipment during the respective periods. Net cash used in investing activities
was $4.9 million for the nine months ended September 30, 2019 compared to $63,000 for the nine months ended September 30, 2018. This increase was due to the purchase
of marketable securities during the current year period.

Financing Activities

Financing activities consist primarily of net proceeds from the sale of common shares and warrants and proceeds from the exercise of stock options and warrants, and in
2019, principal payments on financing lease obligations. Net cash provided by financing activities was $71,000 for the nine months ended September 30, 2019, compared to
$6.4 million for the nine months ended September 30, 2018. Cash flows from financing activities for 2018 included net proceeds from our March 2018 private placements of
our common shares and warrants to purchase common shares and the exercise of warrants to purchase common shares which expired in February 2018.

In December 2018, we completed an initial public offering of our common shares in the United States by issuing 4,100,000 common shares at an offering price of $4.00 per
share, resulting in net proceeds to us of approximately $14.7 million, after deducting underwriting discounts and commissions and offering expenses.

On March 29, 2018, we completed, in two tranches, a brokered and non-brokered private placement of 1,322,965 units at a price of $4.90 per unit for aggregate gross
proceeds of approximately $6.3 million. Each unit consisted of one common share and one-half of one common share purchase warrant. Each whole warrant entitles the
holder to purchase one common share at a price of $7.00 at any time prior to expiration on March 19, 2020 and March 29, 2020 for tranche 1 and tranche 2, respectively. The
warrants are subject to early expiration under certain conditions. In connection with the offering, we paid an aggregate cash fee of approximately $384,000 to brokers and
issued an aggregate of 80,510 compensation options. Each compensation option entitles the holder to purchase one common share at $4.90, the offering price, for a period of
two years from the closing of the offering, subject to acceleration on the same terms as the warrants issued to the investors.

Capital Requirements

Since our inception, we have incurred losses while advancing the development of our product candidates. We have not generated any revenues from product sales and do not
expect to do so for a number of years. We do not know when, or if, we will generate any sales revenue from our DM 199 product candidate or any future product candidates.
We do not expect to generate any revenue from sales of product candidates unless and until we obtain regulatory approval which may take at least an additional three to five
years. We expect to continue to incur substantial operating losses until such time as any future product sales, royalty payments, licensing fees, and/or milestone payments are
sufficient to generate revenues to fund our continuing operations. We expect our operating losses to increase in the near term as we continue research, development and
clinical trials of, and seek regulatory approval for, our DM 199 product candidate. In addition, we expect our operating expenses to increase in 2019 compared to the
comparable periods of 2018 as a result of our Nasdag-listed U.S. public reporting company status obtained in December 2018. In the long-term, subject to obtaining
regulatory approval of our DM 199 product candidate or any other future product candidates, we expect to incur significant commercialization expenses for product sales,
marketing, manufacturing and distribution.
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Accordingly, we expect we will need substantial additional capital to further our R&D activities, planned clinical trials, regulatory activities and otherwise develop our
product candidate, DM199, or any future product candidates, to a point where they may be commercially sold. While we are striving to achieve these plans, there is no
assurance these and other strategies will be achieved or that additional funding will be obtained on favorable terms or at all. While we expect our rate of future negative cash
flow per month will vary due to the timing of expenses incurred, we expect our current cash resources to be sufficient to allow us to complete our current ongoing Phase 1T
REMEDY trial in patients with AIS and the first two cohorts in the Phase II study in patients with CKD and to otherwise fund our planned operations into the fourth quarter
of 2020. However, the amount and timing of future funding requirements will depend on many factors, including the timing and results of our ongoing development efforts,
including enrollment in our clinical trials, the potential expansion of our current development programs, potential new development programs, and related G&A support. We
may require significant additional funds earlier than we currently expect and there is no assurance that we will not need or seek additional funding prior to such time. We
may elect to raise additional funds even before we need them if market conditions for raising additional capital are favorable.

Since our inception, we have financed our operations from public and private sales of equity, the exercise of warrants and stock options, interest income on funds available
for investment, and government grants and tax credits, and we expect to continue this practice for the foreseeable future. We do not have any existing credit facilities under
which we could borrow funds. We may seek to raise additional funds through various sources, such as equity or debt financings, or through strategic collaborations and
license agreements. We can give no assurances that we will be able to secure additional sources of funds to support our operations, or if such funds are available to us, that
such additional financing will be sufficient to meet our needs or on terms acceptable to us. This is particularly true if our clinical data is not positive or economic and market
conditions deteriorate.

To the extent we raise additional capital through the sale of equity or convertible debt securities, the ownership interests of our shareholders will be diluted. Debt financing,
if available, may involve agreements that include conversion discounts or covenants limiting or restricting our ability to take specific actions, such as incurring additional
debt, making capital expenditures or declaring dividends. If we raise additional funds through government or other third-party funding, marketing and distribution
arrangements or other collaborations, or strategic alliances or licensing arrangements with third parties, we may have to relinquish valuable rights to our technologies, future
revenue streams, research programs or product candidates or grant licenses on terms that may not be favorable to us. The availability of financing will be affected by our
clinical data and other results of scientific and clinical research; the ability to attain regulatory approvals; market acceptance of our product candidates; the state of the capital
markets generally with particular reference to pharmaceutical, biotechnology, and medical companies; the status of strategic alliance agreements; and other relevant
commercial considerations.

If adequate funding is not available when needed, we may be required to scale back our operations by taking actions that may include, among other things, reducing use of
outside professional service providers, reducing the number of our employees or employee compensation, or implementing other cost reduction strategies; significantly
modify or delay the development of our DM 199 product candidate; license to third parties the rights to commercialize our DM 199 product candidate for CKD, AIS or other
indications that we would otherwise seek to pursue, or otherwise relinquish significant rights to our technologies, future revenue streams, research programs or product
candidates or grant licenses on terms that may not be favorable to us; and/or divest assets or cease operations through a merger, sale, or liquidation of our company.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements (as defined by applicable SEC regulations) that could have a current material effect or that are reasonably likely to have a
current or future material effect on our financial condition, results of operations, liquidity, capital expenditures or capital resources.

Critical Accounting Policies and Estimates

There have been no material changes to our critical accounting policies and estimates from the information provided in Part II. Item 7, Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Critical Accounting Policies,” included in our annual report on Form 10-K for the fiscal year ended December
31, 2018, other than as a result of DiaMedica’s adoption of ASU 2016-02, Leases, and related guidance requiring the recognition of an operating lease right-of-use asset and
related operating lease obligation in our condensed consolidated balance sheets. See Note 4, “Summary of Significant Accounting Policies,” to our condensed consolidated
financial statements contained in this report.
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Recent Accounting Pronouncements

For a discussion of all recently adopted and recently issued but not yet adopted accounting pronouncements, see Note 4, ‘Summary of Significant Accounting Policies,” to
our condensed consolidated financial statements contained in this report.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
As a smaller reporting company, we are not required to provide disclosure pursuant to this item.
ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the United States Securities Exchange Act of 1934, as amended
(“Exchange Act”)) that are designed to provide reasonable assurance that information required to be disclosed by us in the reports we file or submit under the Exchange Act,
is recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms and that such information is accumulated and
communicated to our management, including our principal executive officer and principal financial officer, or persons performing similar functions, as appropriate to allow
timely decisions regarding required disclosure. Our management evaluated, with the participation of our Chief Executive Officer and Chief Financial Officer, the
effectiveness of the design and operation of our disclosure controls and procedures as of the end of the period covered in this report. Based on that evaluation, our Chief
Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of the end of such period to provide reasonable
assurance that information required to be disclosed in the reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the
time periods specified in the SEC’s rules and forms, and that such information is accumulated and communicated to our management, including our Chief Executive Officer
and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.

Changes in Internal Control over Financial Reporting

There was no change in our internal control over financial reporting that occurred during the three months ended September 30, 2019 that has materially affected or is
reasonably likely to materially affect our internal control over financial reporting.
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PART II- OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

In March 2013, we entered into a clinical research agreement with PRA Netherlands to perform a double-blinded, placebo-controlled, single-dose and multiple-dose study to
evaluate the safety, tolerability, pharmacokinetics, pharmacodynamics and proof of concept of DM 199 in healthy subjects and in patients with Type 2 diabetes mellitus. In
one arm of this study, we enrolled 36 patients with Type 2 diabetes who were treated with two SC dose levels of DM 199 over a 28-day period. This study achieved its
primary endpoint and demonstrated that DM 199 was well-tolerated. The secondary endpoints for this study, however, were not met. The secondary efficacy endpoints were
confounded due to what we believe were significant execution errors caused by protocol deviations occurring at the clinical trial site that were unable to be reconciled. To
date, we have been unable to obtain the complete study records from PRA Netherlands and generate a final study report. On November 14, 2017, we initiated litigation with
PRA Netherlands in the United States District Court, Southern District of New York, to compel them to comply with the terms of the clinical research agreement, including
providing full study records and to recover damages. After PRA Netherlands objected to the venue, on August 24, 2018, we re-filed our complaint against both PRA
Netherlands and its U.S. subsidiary, PRA Health Sciences, Inc. (“PRA USA” and collectively with PRA Netherlands, “PRA”), in the United States District Court, District of
Delaware. The complaint alleges, among other things, that PRA failed to conduct the study in accordance with the study protocol and with generally accepted standards for
conducting such clinical trials and that PRA further refused to provide us with all data, records and documentation, and/or access thereto, related to the study in accordance
with the clinical trial study agreement. The complaint seeks to compel PRA to comply with the terms of the clinical trial study agreement, including providing full study
records and to recover damages. PRA again objected to jurisdiction over PRA Netherlands and on November 19, 2018, PRA Netherlands and PRA USA filed motions to
dismiss the lawsuit based on jurisdiction and other grounds. We subsequently filed a motion seeking to transfer the action to the United States District Court, District of
Minnesota. PRA opposed the motion. May 20, 2019, the court ordered that we be permitted to take discovery with respect to jurisdiction in Minnesota, which we are
conducting now. After additional briefing, the motion to transfer will be decided by the Delaware court.

ITEM 1A. RISK FACTORS

As a smaller reporting company, we are not required to provide disclosure pursuant to this item.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Recent Sales of Unregistered Equity Securities

We did not sell any unregistered equity securities of our company during the quarter ended September 30, 2019.

Purchases of Equity Securities by the Company

We did not purchase any common shares or other equity securities of our company during the quarter ended September 30, 2019.

Use of Proceeds

On December 11, 2018, the SEC declared effective our registration statement on Form S-1 (File No. 333-228313), as amended, filed in connection with our initial public
offering in the United States. Pursuant to the registration statement, we issued and sold an aggregate of 4,100,000 common shares in the initial public offering at a price to
the public of $4.00 per share. As a result of the offering, we received gross proceeds of approximately $16.4 million, resulting in net proceeds to us of approximately $14.7
million, after deduction of underwriters’ discounts and commissions and offering expenses. None of the expenses associated with the initial public offering were paid to
directors, officers, persons owning ten percent or more of any class of equity securities, or to their associates, or to our affiliates. Craig-Hallum Capital Group LLC acted as

the sole managing underwriter for the offering.

23




As of September 30, 2019, we have used approximately $7.2 million of the proceeds from our initial public offering to fund clinical development of DM199, to conduct
research activities and for working capital and general corporate purposes. No payments were made by us to directors, officers or persons owning ten percent or more of our
common shares or to their associates, or to our affiliates, other than payments in the ordinary course of business to officers for salaries and bonuses and to non-employee
directors as compensation for board and board committee service. There has been no material change in the planned use of proceeds from our initial public offering from
that described in the final prospectus, dated December 6, 2018, filed with the SEC on December 10, 2018 pursuant to Rule 424(b)(4) under the Securities Act.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

Not applicable.

ITEM 6. EXHIBITS

The following exhibits are being filed or furnished with this quarterly report on Form 10-Q:

Exhibit
No. Description Manner of Filing
3.1 Notice of Articles of DiaMedica Therapeutics Inc. dated May 31, 2019 Incorporated by reference to Exhibit 3.1 to DiaMedica’s Current
Report on Form 8-K as filed with the Securities and Exchange
Commission on June 4. 2019 (File No. 001-36291)
32 Articles of DiaMedica Therapeutics Inc. dated May 31, 2019 Incorporated by reference to Exhibit 3.2 to DiaMedica’s Current
Report on Form 8-K as filed with the Securities and Exchange
Commission on June 4, 2019 (File No. 001-36291)
4.1 Specimen Certificate representing Voting Common Shares of DiaMedica Incorporated by reference to Exhibit 4.2 to DiaMedica’s Current
Therapeutics Inc. Report on Form 8-K as filed with the Securities and Exchange
Commission on June 4. 2019 (File No. 001-36291)
31.1 Certification of Chief Executive Officer Pursuant to Exchange Act Rules 13a- Filed herewith
14(a)/15d-14(a), as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of
2002
31.2 Certification of Chief Financial Officer Pursuant to Exchange Act Rules 13a- Filed herewith
14(a)/15d-14(a), as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of
2002
32.1 Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Furnished herewith
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
322 Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Furnished herewith
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
101 Financial statements from the quarterly report on Form 10-Q of DiaMedica Filed herewith

Therapeutics Inc. for the quarter ended September 30, 2019, formatted in XBRL:
(i) the Condensed Consolidated Balance Sheets, (ii) Condensed Consolidated
Statements of Operations and Comprehensive Loss, (iii) Condensed Consolidated
Statements of Shareholders’ Equity, (iv) Condensed Consolidated Statements of
Cash Flows, and (v) Notes to the Condensed Consolidated Financial Statements.

24



http://www.sec.gov/Archives/edgar/data/1401040/000143774919011313/ex_146351.htm
http://www.sec.gov/Archives/edgar/data/1401040/000143774919011313/ex_146352.htm
http://www.sec.gov/Archives/edgar/data/1401040/000143774919011313/ex_146353.htm

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized.

DIAMEDICA THERAPEUTICS INC.

Date: November 13, 2019 /s/ Rick Pauls

Rick Pauls
President and Chief Executive Officer
(Principal Executive Officer)

Date: November 13, 2019 /s/ Scott Kellen

Scott Kellen
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)
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Exhibit 31.1

CERTIFICATION PURSUANT TO RULE 13a-14(a) OR 15d-14(a) UNDER THE SECURITIES
EXCHANGE ACT OF 1934, AS AMENDED, AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Rick Pauls, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of DiaMedica Therapeutics Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its condensed consolidated subsidiary, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;
b. [Intentionally omitted]
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter
(the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and
S. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.
Dated: November 13, 2019 /s/ Rick Pauls

Rick Pauls
President and Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION PURSUANT TO RULE 13a-14(a) OR 15d-14(a) UNDER THE SECURITIES
EXCHANGE ACT OF 1934, AS AMENDED, AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Scott Kellen, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of DiaMedica Therapeutics Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its condensed consolidated subsidiary, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;
b. [Intentionally omitted]
c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter
(the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and
S. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.
Dated: November 13, 2019 /s/ Scott Kellen

Scott Kellen
Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, Rick Pauls, hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

@) the Quarterly Report on Form 10-Q of DiaMedica Therapeutics Inc. for the quarter ended September 30, 2019 (the “Report”) fully complies with the requirements
of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of DiaMedica Therapeutics Inc.

Dated: November 13, 2019

/s/ Rick Pauls

Rick Pauls
President and Chief Executive Officer
(Principal Executive Officer)



Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, Scott Kellen, hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

@) the Quarterly Report on Form 10-Q of DiaMedica Therapeutics Inc. for the quarter ended September 30, 2019 (the “Report”) fully complies with the requirements
of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of DiaMedica Therapeutics Inc.

Dated: November 13, 2019

/s/ Scott Kellen

Scott Kellen
Chief Financial Officer
(Principal Financial Officer)



