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Filed Pursuant to Rule 424(b)(5)
Registration No. 333-207235

PROSPECTUS SUPPLEMENT
(To Prospectus dated October 23, 2015)
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Common Shares

We are offering 10,000,000 common shares. Our common shares trade on The Nasdaq Global Market under the trading symbol “AFMD”. On January
19, 2017, the last sale price of our common shares as reported on The Nasdaq Global Market was $2.15 per share.

We are an “emerging growth company” under applicable Securities and Exchange Commission rules and are subject to reduced public
company reporting requirements.

Investing in our common shares involves a high degree of risk. See “Risk Factors” beginning on page S-5 of this
prospectus supplement.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

Sige Total
Public offering price $ 1.80 $18,000,000
Underwriting discounts and commissions(1) $0.108 $ 1,080,000
Proceeds, before expenses, to us $1.692 $16,920,000

(1) See “Underwriting” for details regarding other items of underwriting compensation.

Delivery of the common shares is expected to be made on or about January 25, 2017. We have granted the underwriters an option for a period of 30 days from
the date of this prospectus to purchase up to 1,500,000 additional shares from us at the public offering price less underwriting discounts and commissions. If
the underwriters exercise their option in full, the total underwriting discounts and commissions payable by us will be $1,242,000, and the total proceeds to us,
before expenses, will be $19,458,000.

Joint Book-Running Managers
BMO Capital Markets Wells Fargo Securities
Co-Manager

Trout Capital

January 20, 2017
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We report under International Financial Reporting Standards, as issued by the International Accounting Standards Board, or the IASB (IFRS). None of
the financial statements incorporated by reference herein were prepared in accordance with generally accepted accounting principles in the United States. We

present our consolidated financial statements in euros and in accordance with IFRS. We have made rounding adjustments to
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some of the figures included in this prospectus. Accordingly, numerical figures shown as totals in some tables may not be an arithmetic aggregation of the
figures that preceded them.

In this prospectus, translations from U.S. dollars to euros (and vice versa):
. relating to payments made on or before September 30, 2016 were made at the rate in effect at the time of the relevant payment; and

. relating to future payments were made at the rate of $1.1161 to € 1.00, the official exchange rate quoted as of September 30, 2016 by the
European Central Bank.

The terms “$” or “dollar” refer to U.S. dollars, and the terms “€ ” or “euro” refer to the currency introduced at the start of the third stage of European
economic and monetary union pursuant to the treaty establishing the European Community, as amended. Unless otherwise indicated, all references to
currency amounts in this prospectus are in euros.

TRADEMARKS

TandAb® is our registered trademark. The trademarks, trade names and service marks appearing in this prospectus are property of their respective
owners.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document consists of two parts. The first part is this prospectus supplement, which describes the specific terms of this offering. The second part is
the accompanying prospectus, which is part of a registration statement that we filed with the SEC using a “shelf” registration process. The accompanying
prospectus describes more general information, some of which may not apply to this offering.

Before buying any of the common shares that we are offering, we urge you to carefully read both this prospectus supplement and the accompanying
prospectus together with all of the information incorporated by reference herein, as well as the additional information described under the headings “Where
You Can Find More Information” and “Incorporation by Reference.” These documents contain important information that you should consider when making
your investment decision.

To the extent there is a conflict between the information contained in this prospectus supplement, on the one hand, and the information contained in the
accompanying prospectus or in any document incorporated by reference in this prospectus supplement, on the other hand, you should rely on the information
in this prospectus supplement, provided that if any statement in one of these documents is inconsistent with a statement in another document having a later
date—for example, a document incorporated by reference in this prospectus supplement—the statement in the document having the later date modifies or
supersedes the earlier statement.

You should rely only on the information contained in or incorporated by reference in this prospectus and any related free writing prospectus filed by us
with the SEC. We have not, and the underwriters have not, authorized anyone to provide you with different information. If anyone provides you with different
or inconsistent information, you should not rely on it. This prospectus supplement does not constitute an offer to sell or the solicitation of an offer to buy any
securities other than the securities described in this prospectus supplement or an offer to sell or the solicitation of an offer to buy such securities in any
circumstances in which such offer or solicitation is unlawful. You should assume that the information appearing in this prospectus supplement, the documents
incorporated by reference and any related free writing prospectus is accurate only as of their respective dates. Our business, financial condition, results of
operations and prospects may have changed materially since those dates.

You should also read and consider the information in the documents to which we have referred you in the sections entitled “Where You Can Find More
Information” and “Incorporation by Reference” in this prospectus supplement.

Unless otherwise indicated or the context otherwise requires, all references in this prospectus supplement to “Affimed Therapeutics AG,” “Affimed
Therapeutics B.V.,” “Affimed N.V.,” the “Company,” “we,” “our,” “ours,” “us” or similar terms refer to Affimed N.V. (Affimed Therapeutics AG and its
subsidiary prior to the completion of the corporate reorganization).
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement and the financial statements and other documents incorporated by reference in this prospectus supplement contain forward-
looking statements, including statements concerning our industry, our operations, our anticipated financial performance and financial condition, and our
business plans and growth strategy and product development efforts. These statements constitute forward-looking statements within the meaning of Section
27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Exchange Act. Many of the forward-looking statements
contained in this prospectus supplement can be identified by the use of forward-looking words such as “anticipate,” “believe,” “could,” “expect,” “should,”
“plan,” “intend,” “estimate” and “potential,” among others. Readers are cautioned not to place undue reliance on these forward-looking statements, which
speak only as of their dates. These forward-looking statements are based on estimates and assumptions by our management that, although we believe to be

reasonable, are inherently uncertain and subject to a number of risks and uncertainties.

The following represent some, but not necessarily all, of the factors that could cause actual results to differ from historical results or those anticipated or
predicted by our forward-looking statements:

. our operation as a development stage company with limited operating history and a history of operating losses; as of September 30, 2016, our
accumulated deficit was €147.0 million;

. the chance our clinical trials may be delayed, for example, due to slower than expected enrollment of clinical trials, or not be successful and
clinical results may not reflect results seen in previously conducted preclinical studies and clinical trials;

. our reliance on contract manufacturers and contract research organizations over which we have limited control;

. our lack of adequate funding to complete development of our product candidates and the risk we may be unable to access additional capital on
reasonable terms or at all to complete development and begin commercialization of our product candidates;

. our dependence on the success of AFM13 and AFM11, which are still in clinical development and may eventually prove to be unsuccessful;

. uncertainty surrounding whether any of our product candidates will gain regulatory approval, which is necessary before they can be
commercialized;

. the outcome of any, or any discussions we may enter regarding, acquisitions, dispositions, partnerships, license transactions or changes to our

capital structure, including future securities offerings;

. the chance that we may become exposed to costly and damaging liability claims resulting from the testing of our product candidates in the clinic
or in the commercial stage;

. if our product candidates obtain regulatory approval, our being subject to expensive ongoing obligations and continued regulatory overview;
. enacted and future legislation may increase the difficulty and cost for us to obtain marketing approval and commercialization;
. the chance that our products may not gain market acceptance, in which case we may not be able to generate product revenues;

. our reliance on our current strategic relationships with the DKFZ, XOMA, LLS, Merck, MD Anderson, Amphivena and Amphivena’s other
investors and partners, including MPM Capital and Aeris Capital, and the potential failure to enter into new strategic relationships;

. our reliance on third parties to conduct our nonclinical and clinical trials and on third-party single-source suppliers to supply or produce our
product candidates;
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. our ability to scale-up manufacturing processes of our product candidates and reduce the cost of manufacturing our product candidates in advance
of any commercialization;

. our future growth and ability to compete, which depends on our retaining key personnel and recruiting additional qualified personnel; and

. other risk factors discussed under “Risk Factors.”

Our actual results or performance could differ materially from those expressed in, or implied by, any forward-looking statements relating to those
matters. Accordingly, no assurances can be given that any of the events anticipated by the forward-looking statements will transpire or occur, or if any of
them do so, what impact they will have on our results of operations, cash flows or financial condition. Except as required by law, we are under no obligation,

and expressly disclaim any obligation, to update, alter or otherwise revise any forward-looking statement, whether written or oral, that may be made from
time to time, whether as a result of new information, future events or otherwise.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights selected information contained elsewhere in this prospectus supplement and the accompanying prospectus and in the
documents we incorporate by reference. This summary does not contain all of the information you should consider before making an investment decision.
You should read this entire prospectus supplement carefully, especially the risks of investing in our common shares discussed under “Risk Factors”
beginning on page S-5 of this prospectus supplement, along with our consolidated financial statements and notes to those consolidated financial
statements and the other information incorporated by reference in this prospectus supplement.

Affimed N.V.

Our Business

We are a clinical-stage biopharmaceutical company focused on discovering and developing highly targeted cancer immunotherapies. Our product
candidates are being developed in the field of immuno-oncology, which represents an innovative approach to cancer treatment that seeks to harness the
body’s own immune defenses to fight tumor cells. The most potent cells of the human defense arsenal are types of white blood cells called Natural Killer
cells, or NK-cells, and T-cells. Our proprietary, next-generation bispecific antibodies, which we call TandAbs because of their tandem antibody structure,
are designed to direct and establish a bridge between either NK-cells or T-cells and cancer cells. Our TandAbs have the ability to bring NK-cells or
T-cells into proximity and trigger a signal cascade that leads to the destruction of cancer cells. Due to their novel tetravalent architecture (which provides
for four binding domains), our TandAbs bind to their targets with high affinity and have half-lives that allow regular intravenous administration. We
believe, based on their mechanism of action and the preclinical and clinical data we have generated to date, that our product candidates, alone or in
combination, may ultimately improve response rates, clinical outcomes and survival in cancer patients and could eventually become a cornerstone of
modern targeted oncology care.

Focusing our efforts on antibodies specifically binding NK-cells through CD16A, a dominant activating receptor on innate immune cells, we have
built a clinical and preclinical pipeline of NK-cell-engaging bispecific antibodies designed to activate both innate and adaptive immunity. Compared to a
variety of T-cell-engaging technologies, our NK-cell engagers appear to have a better safety profile and have the potential to achieve more potent and
deeper immune responses through enhancing crosstalk of innate to adaptive immunity. Their safety profiles also make our molecules suitable for
development as combination therapies (e.g. with checkpoint inhibitors, or CPIs, or adoptive NK-cells). Building on our leadership in the NK-cell space,
we are also developing tetravalent, bispecific alternative antibody formats (AAFs) for NK-cell engagement offering varying PK/PD profiles relevant to
certain diseases.

We have focused our research and development efforts on four proprietary programs for which we retain global commercial rights. Because our
TandAbs bind with receptors that are known to be present on a number of types of cancer cells, each of our TandAb product candidates could be
developed for the treatment of several different cancers. We intend to initially develop our two clinical stage product candidates in orphan or high-
medical need indications, including as a salvage therapy for patients who have relapsed after, or are refractory to, that is who do not respond to treatment
with, standard therapies, which we refer to as relapsed/refractory. These patients have a limited life expectancy and few therapeutic options. We believe
this strategy will allow for a faster path to approval and will likely require smaller clinical trials compared to indications with more therapeutic options
and larger patient populations. We believe such specialized market segments in oncology can be effectively targeted with a small and dedicated
marketing and sales team. We currently intend to establish a commercial sales force in the United States and/or Europe to commercialize our product
candidates when and if they are approved.

We also see an opportunity in the clinical development of our TandAbs in combination with other agents that harness the immune system to fight
cancer cells, such as CPIs, adoptive NK-cells and cytokines. Such
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combinations of cancer immunotherapies may ultimately prove beneficial for larger patient populations in earlier stages of diseases, beyond the
relapsed/refractory disease setting.

Our Strengths

We believe we are a leader in developing cancer immunotherapies due to several factors:

. Our lead product candidate, AFM13, is a first-in-class NK-cell mediated cancer immunotherapy.
. We have a growing pipeline of product candidates focused on key cancer indications.
. We retain global commercial rights for our four candidates in our product pipeline.
. Our experienced management team has a strong track record in the development and commercialization of new medicines.
. We have a strong technology base and solid patent portfolio in the field of targeted immuno-oncology.
Strategy

Our goal is to develop and commercialize targeted cancer immunotherapies aimed at improving and extending patients’ lives. Key elements of our
strategy to achieve this goal are to:

. Rapidly advance the development of our clinical stage product candidates, including combinations with other immunotherapies.

. Establish R&D and commercialization capabilities in Europe and in the United States.

. Use our technology platforms and intellectual property portfolio to continue to build our cancer immunotherapy pipeline.
. Maximize the value of our collaboration arrangements with LLS, Merck and MD Anderson.

. Intensify our collaboration with academia.

. Utilize AbCheck to generate and optimize antibodies.

Affimed was founded in 2000 based on technology developed by the group led by Professor Melvyn Little at Deutsches Krebsforschungszentrum,
the German Cancer Research Center, or DKFZ, in Heidelberg. Our offices and laboratories are located at the Technology Park adjacent to the DKFZ in
Heidelberg, where we employ 51 personnel, approximately 70% of whom have an advanced academic degree. Including AbCheck and Affimed Inc.
personnel, our total headcount is 80 (71 full time equivalents). We are led by experienced executives with a track record of successful product
development, approvals and launches, specifically of biologics. Our supervisory board includes highly experienced experts from the pharmaceutical and
biotech industries, with a specific background in hematology.

Recent Developments

On November 30, 2016, our subsidiary Affimed GmbH entered into a loan agreement with Silicon Valley Bank, a California corporation (“SVB”),
as lender, which we fully guarantee. The loan agreement provides us with a senior secured term loan facility for up to €10.0 million, available in two
tranches, the availability of which is contingent on our satisfaction of certain conditions. On December 8, 2016, we fully drew down the initial tranche of
€5.0 million. We may draw up to an additional €5.0 million or €2.5 million on or before May 31, 2017, in the case of each tranche, contingent on the
satisfaction by such date of certain conditions as set forth in the loan agreement. In connection with such drawdown, we issued SVB a warrant to
purchase 166,297 of our common shares, at an exercise price of $2.00 per common share (€1.79 per common share). The loan facility is secured by a
pledge of 100% of our shares in Affimed GmbH, all intercompany accounts receivables owed by our subsidiaries to us and a security assignment of all of
our bank accounts, inventory, trade receivables and payment claims.
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In January 2017, we entered into a clinical development and commercialization collaboration with The University of Texas MD Anderson Cancer
Center, or MD Anderson, to evaluate AFM13 in combination with MD Anderson’s NK-cell product. MD Anderson will be responsible for conducting
preclinical research activities aimed at investigating its NK-cells derived from umbilical cord blood in combination with AFM13, which are intended to
be followed by a phase 1 trial. We will fund research and development expenses for this collaboration and hold an option to exclusive worldwide rights
to develop and commercialize any product developed under the collaboration.

Corporate Information

Our principal executive offices are located at Technologiepark, Im Neuenheimer Feld 582, 69120, Heidelberg, Germany. Our telephone number is
(+49) 6221-65307-0. Investors should contact us for any inquiries through the address and telephone number of our principal executive office. Our
principal website is www.affimed.com. The information contained on our website is not a part of this prospectus supplement.

Implications of Being an “Emerging Growth Company”

We qualify as an “emerging growth company” as defined in the Jumpstart our Business Startups Act of 2012, or the JOBS Act. An emerging
growth company may take advantage of specified reduced reporting and other burdens that are otherwise applicable generally to public companies.
These provisions include an exemption from the auditor attestation requirement in the assessment of our internal control over financial reporting pursuant
to the Sarbanes-Oxley Act of 2002.

We may take advantage of these provisions for a period of five years following the completion of our initial public offering (2019) or such earlier
time that we are no longer an emerging growth company. We would cease to be an emerging growth company if we have more than $1.0 billion in annual
revenue, have more than $700 million in market value of our common shares held by non-affiliates or issue more than $1.0 billion of nonconvertible debt
over a three-year period. We may choose to take advantage of some but not all of these reduced burdens.
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Common shares offered by us

Common shares to be outstanding immediately after
this offering

Option to purchase additional shares

Use of Proceeds

Risk Factors

Nasdaq Global Market Symbol

September 30, 2016, and excludes as of that date:

share); and

THE OFFERING
10,000,000 common shares

43,259,404 common shares

We have granted to the underwriters an option, which is exercisable within 30 days from the
date of this prospectus, to purchase an aggregate of up to an additional 1,500,000 of our
common shares at the public offering price, less underwriting discounts and commissions. See
“Underwriting” for more information.

We intend to use the net proceeds from this offering, together with our other cash resources,
primarily to fund research and development expenses for our clinical and preclinical research
and development activities and for working capital and general corporate purposes. See “Use
of Proceeds.”

You should read the “Risk Factors” section of this prospectus supplement for a discussion of
factors to consider carefully before deciding to purchase our common shares.

“AFMD”

The number of our common shares to be outstanding immediately after this offering is based on 33,259,404 common shares outstanding as of

» 3,044,345 common shares issuable upon the exercise of options outstanding as of September 30, 2016, at a weighted-average exercise price
of $5.48 per common share (€4.91 per common share);

* 1,960,487 common shares covered by awards available for issuance under our equity incentive plan as of September 30, 2016;

* 106,250 common shares covered by warrants issued to Perceptive with an exercise price of $8.80 per common share (€7.88 per common

* 166,297 common shares covered by warrants issued to SVB with an exercise price of $2.00 per common share (€1.79 per common share).

Unless otherwise indicated, all information contained in this prospectus also reflects and assumes:
* no exercise of the options and warrants described above;

* no exercise of the option granted to the underwriters to purchase up to an additional 1,500,000 of our common shares in connection with the
offering at the public offering price, less underwriting discounts and commissions; and

* no sales of shares pursuant to our at-the-market sales agreement; subsequent to September 30, 2016 and as of January 17, 2017, we issued
and sold 32,211 common shares pursuant to such agreement.
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RISK FACTORS

You should carefully consider the risks and uncertainties described below and the other information in this prospectus supplement before making an
investment in our common shares. Our business, financial condition or results of operations could be materially and adversely affected if any of these risks
occurs, and as a result, the market price of our common shares could decline and you could lose all or part of your investment. This prospectus supplement
also contains forward-looking statements that involve risks and uncertainties. See “Special Note Regarding Forward-Looking Statements.” Our actual results
could differ materially and adversely from those anticipated in these forward-looking statements as a result of certain factors.

Risks Related to Our Business and the Development and Commercialization of Our Product Candidates

All of our product candidates are in preclinical or clinical development. Drug development is expensive, time consuming and uncertain, and we may
ultimately not be able to obtain regulatory approvals for the commercialization of some or all of our product candidates.

The research, testing, manufacturing, labeling, approval, selling, marketing and distribution of drug products are subject to extensive regulation by the
U.S. Food and Drug Administration, or FDA, the European Medicines Agency, or EMA, national competent authorities in Europe, including the Paul-
Ehrlich-Institut, or PEI, and other non-U.S. regulatory authorities, which establish regulations that differ from country to country. We are not permitted to
market our product candidates in the United States or in other countries until we receive approval of a Biologics License Application, or BLA, from the FDA
or marketing approval from applicable regulatory authorities outside the United States. Our product candidates are in various stages of development and are
subject to the risks of failure inherent in drug development. We have not submitted an application for or received marketing approval for any of our product
candidates. We have limited experience in conducting and managing the clinical trials necessary to obtain regulatory approvals, including approval by the
FDA or the European Commission. Obtaining approval of a BLA or a Marketing Authorization Application can be a lengthy, expensive and uncertain
process. In addition, failure to comply with FDA, EMA and other non-U.S. regulatory requirements may, either before or after product approval, if any,
subject our company to administrative or judicially imposed sanctions, including:

. restrictions on our ability to conduct clinical trials, including full or partial clinical holds, or other regulatory objections to, ongoing or planned
trials;

. restrictions on the products, manufacturers or manufacturing process;

. warning letters;

. civil and criminal penalties;

. injunctions;

. suspension or withdrawal of regulatory approvals;

. product seizures, detentions or import bans;

. voluntary or mandatory product recalls and publicity requirements;

. total or partial suspension of production;

. imposition of restrictions on operations, including costly new manufacturing requirements; and

. refusal to approve pending BLAs or supplements to approved BLAs in the United States and refusal to approve marketing research approvals in
other jurisdictions.

The FDA, the EMA and other non-U.S. regulatory authorities also have substantial discretion in the drug approval process. The number of preclinical
studies and clinical trials that will be required for regulatory approval varies depending on the product candidate, the disease or condition that the product
candidate is
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designed to address, and the regulations applicable to any particular drug candidate. Regulatory agencies can delay, limit or deny approval of a product
candidate for many reasons, including:

. a product candidate may not be deemed safe or effective;

. the results may not confirm the positive results from earlier preclinical studies or clinical trials;

. regulatory agencies may not find the data from preclinical studies and clinical trials sufficient or well-controlled;
. regulatory agencies might not approve or might require changes to our manufacturing processes or facilities; or
. regulatory agencies may change their approval policies or adopt new regulations.

Any delay in obtaining or failure to obtain required approvals could materially adversely affect our ability to generate revenue from the particular
product candidate, which likely would result in significant harm to our financial position and adversely impact our share price. Furthermore, any regulatory
approval to market a product may be subject to limitations on the indicated uses for which we may market the product. These limitations may limit the size of
the market for the product.

Clinical drug development involves a lengthy and expensive process with uncertain timelines and uncertain outcomes, and results of earlier trials may
not be predictive of future trial results. If clinical trials of our product candidates are prolonged or delayed, we may be unable to obtain required
regulatory approvals, and therefore be unable to commercialize our product candidates on a timely basis or at all.

We have no history of conducting large-scale or pivotal clinical trials or commercializing pharmaceutical products, which may make it difficult to
evaluate the prospects for our future viability.

Our operations to date have been limited to financing and staffing our company, developing our technology and developing AFM13, AFM11 and our
other product candidates. We have not yet demonstrated an ability successfully to complete a large-scale or pivotal clinical trial, obtain marketing approval,
manufacture a commercial scale product or conduct sales and marketing activities necessary for successful product commercialization. Consequently,
predictions about our future success or viability may not be as accurate as they could be if we had a history of successfully developing and commercializing
pharmaceutical products.

If clinical trials for our product candidates are prolonged, delayed or stopped, we may be unable to obtain regulatory approval and commercialize our
product candidates on a timely basis, which would require us to incur additional costs and delay our receipt of any product revenue.

There have been significant developments in the highly dynamic field of immuno-oncology such as the potential earlier availability of product
candidates or earlier approval of drugs for the same indications as our product candidates. For example, in the past, this has occurred with Blincyto in acute
lymphocytic leukemia, or ALL, and with anti-PD-1 antibodies in Hodgkin Lymphoma, or HL, resulting in delays in clinical trial initiation for our phase 1 trial
of AFM11 in ALL and for delays in recruiting for our phase 1 trial of AFM11 in NHL and our phase 2a Investigator Sponsored Trial, or IST, of AFM13 in
HL. In addition, certain clinical trials in which we are involved and which are testing our product candidates are sponsored by academic sites, known as ISTs.
By definition, the financing, design, and conduct of such studies is under the sole responsibility of the respective sponsor. Therefore, we have limited control
over these studies and we do not have control over the timing and reporting of the data from these trials. In addition, we may have limited information about
ISTs while they are being conducted, including the status of trial initiation and patient recruitment, changes to trial design and clinical trial results.

A phase 2a clinical trial of AFM13 in patients with HL started recruitment in the second quarter of 2015. Due to delays in opening trial sites and the
availability of anti-PD-1 antibodies for the treatment of relapsed/
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refractory HL patients, we have experienced slower recruitment into the study than anticipated. Although the study remains open and recruiting under its
original design, we have worked with the sponsor to revise the overall study design in order to adapt to the changing treatment landscape, namely the
availability of anti-PD-1 antibodies. The study will now include HL patients relapsed or refractory to treatment with both brentuximab vedotin (Adcetris) and
anti-PD-1 antibodies. The study is expected to begin recruiting under the new study design in the first quarter of 2017 and we anticipate providing an update
on the study in the second half of 2017. In addition, we are planning a clinical study of AFM13 in patients with CD30+ lymphoma.

Furthermore, we have initiated a phase 1 clinical trial of AFM11 in patients with non-Hodgkin Lymphoma, or NHL. Recruitment into the study has
been slower than expected. We have opened new trial sites, but study timelines have been pushed back. A phase 1 clinical trial of AFM11 in patients with
ALL commenced in the third quarter of 2016 and has started enrolling. We anticipate providing a progress update on both studies in the first half of 2017.

The commencement of planned clinical trials could be substantially delayed or prevented by several factors, including:

further discussions with the FDA, the EMA, the PEI or other regulatory agencies regarding the scope or design of our clinical trials;

the limited number of, and competition for, suitable sites to conduct our clinical trials, many of which may already be engaged in other clinical
trial programs, including some that may be for the same indication as our product candidates;

approval of drugs for the same indications as our product candidates

any delay or failure to obtain regulatory approval or agreement to commence a clinical trial in any of the countries where enrollment is planned;
inability to obtain sufficient funds required for a clinical trial;

clinical holds on, or other regulatory objections to, a new or ongoing clinical trial;

delay or failure in the testing, validation, manufacture and delivery of sufficient supplies of product candidate for our clinical trials;

delay or failure to reach agreement on acceptable clinical trial agreement terms with prospective sites or clinical research organizations, or CROs,
the terms of which can be subject to extensive negotiation and may vary significantly among different sites or CROs; and

delay or failure to obtain institutional review board, or IRB, or ethics committee approval to conduct a clinical trial at a prospective site.

The completion of our clinical trials has been and could in the future be substantially delayed or prevented by several factors, including:

slower than expected rates of patient recruitment and enrollment, due to factors including, but not limited to, the availability of other drugs to
treat potential patients, the unwillingness of patients to participate in low-dose groups of dose-ranging studies and lack of recruitment by clinical
trial sites;

delays relating to adding new clinical trial sites;

failure of patients to complete the clinical trial or return for post-treatment follow-up;

unforeseen safety issues, including severe or unexpected drug-related adverse effects experienced by patients, including possible deaths;
lack of efficacy during clinical trials;

errors in trial design or conduct;
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. termination of our clinical trials by one or more clinical trial sites;

. inability or unwillingness of patients or clinical investigators to follow our clinical trial protocols, including clinical investigators’ failure to
comply with our clinical trial protocols without our notice;

. inability to monitor patients adequately during or after treatment by us and/or our CROs; and

. the need to repeat or terminate clinical trials as a result of inconclusive or negative results or unforeseen complications in testing.

Changes in regulatory requirements and guidance as well as changes in the competitive environment may also occur and we may need to significantly
amend clinical trial protocols or submit new clinical trial protocols to reflect these changes with appropriate regulatory authorities. Amendments may require

us to renegotiate terms with CROs or resubmit clinical trial protocols to IRBs or ethics committees for re-examination, which may impact the costs, timing or
successful completion of a clinical trial.

Our clinical trials may be suspended or terminated at any time by the FDA, the PEI, other regulatory authorities, the IRB or ethics committee
overseeing the clinical trial at issue, any of our clinical trial sites with respect to that site, or us, due to a number of factors, including:

. failure to conduct the clinical trial in accordance with regulatory requirements or our clinical protocols;

. unforeseen safety issues or any determination that a clinical trial presents unacceptable health risks;

. lack of adequate funding to continue the clinical trial due to unforeseen costs or other business decisions; and

. upon a breach or pursuant to the terms of any agreement with, or for any other reason by, current or future collaborators that have responsibility

for the clinical development of any of our product candidates.

Our product development costs will increase if we experience delays in clinical trials or marketing approvals or if we are required to conduct additional
clinical trials or other testing of our product candidates. We may be required to obtain additional funds to complete such clinical trials. We cannot assure you
that our clinical trials will begin as planned or be completed on schedule, if at all, or that we will not need to restructure our trials after they have begun.
Significant clinical trial delays also could shorten any periods during which we may have the exclusive right to commercialize our product candidates or
allow our competitors to bring products to market before we do or shorten any periods during which we have the exclusive right to commercialize our product
candidates, which may harm our business and results of operations.

Any failure or significant delay in completing clinical trials for our product candidates would adversely affect our ability to obtain regulatory approval
and our commercial prospects and ability to generate product revenue will be diminished.

The results of previous clinical trials may not be predictive of future results, our progress in trials for one product candidate may not be indicative of
progress in trials for other product candidates and the results of our current and planned clinical trials may not satisfy the requirements of the FDA,
the EMA or other non-U.S. regulatory authorities.

We currently have no products approved for sale and we cannot guarantee that we will ever have marketable products. Clinical failure can occur at any
stage of clinical development. Clinical trials may produce negative or inconclusive results, and we or any of our current and future collaborators may decide,
or regulators may require us, to conduct additional clinical or preclinical testing. We will be required to demonstrate with substantial evidence through well-
controlled clinical trials that our product candidates are safe and effective for use in a diverse population before we can seek regulatory approvals for their
commercial sale. Success in early clinical
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trials does not mean that future larger registration clinical trials will be successful because product candidates in later-stage clinical trials may fail to
demonstrate sufficient safety and efficacy to the satisfaction of the FDA and non-U.S. regulatory authorities despite having progressed through initial clinical
trials. Product candidates that have shown promising results in early clinical trials may still suffer significant setbacks in subsequent registration clinical trials.
Similarly, the outcome of preclinical testing and early clinical trials may not be predictive of the success of later clinical trials, and interim results of a clinical
trial do not necessarily predict final results. Progress in trials of one product candidate does not indicate that we will make similar progress in additional trials
for that product candidate or in trials for our other product candidates. A number of companies in the pharmaceutical industry, including those with greater
resources and experience than us, have suffered significant setbacks in advanced clinical trials, even after obtaining promising results in earlier clinical trials.

In addition, the design of a clinical trial can determine whether its results will support approval of a product and flaws in the design of a clinical trial
may not become apparent until the clinical trial is well advanced. We may be unable to design and execute a clinical trial to support regulatory approval.

In some instances, there can be significant variability in safety and/or efficacy results between different trials of the same product candidate due to
numerous factors, including changes in trial protocols, differences in size and type of the patient populations, adherence to the dosing regimen and other trial
protocols and the rate of dropout among clinical trial participants. We do not know whether any phase 2, phase 3 or other clinical trials we or any of our
collaborators may conduct will demonstrate consistent or adequate efficacy and safety to obtain regulatory approval to market our product candidates.

Further, our product candidates may not be approved even if they achieve their primary endpoints in phase 3 clinical trials or registration trials. The
FDA, the EMA or other non-U.S. regulatory authorities may disagree with our trial design and our interpretation of data from preclinical studies and clinical
trials. For example, the FDA has communicated to us that it may require us to conduct an additional dose-response trial with respect to AFM13 prior to the
entry into pivotal studies, depending on data we have generated with AFM13 at that point in time. In addition, any of these regulatory authorities may change
requirements for the approval of a product candidate even after reviewing and providing comments or advice on a protocol for a clinical trial. In addition, any
of these regulatory authorities may also approve a product candidate for fewer or more limited indications than we request or may grant approval contingent
on the performance of costly post-marketing clinical trials. The FDA, the EMA or other non-U.S. regulatory authorities may not accept the labeling claims
that we believe would be necessary or desirable for the successful commercialization of our product candidates.

We depend on enrollment of patients in our clinical trials for our product candidates. We compete with approved immunotherapies and investigational
immunotherapies for patients for our clinical trials. If we are unable to enroll patients in our clinical trials, our research and development efforts
could be materially adversely affected.

Successful and timely completion of clinical trials will require that we enroll a sufficient number of patient candidates. Trials may be subject to delays
as a result of patient enrollment taking longer than anticipated or patient withdrawal. Patient enrollment depends on many factors, including the size and
nature of the patient population, eligibility criteria for the trial, the proximity of patients to clinical sites, the design of the clinical protocol, the availability of
competing clinical trials, the availability of new drugs approved for the indication the clinical trial is investigating, and clinicians’ and patients’ perceptions as
to the potential advantages of the drug being studied in relation to other available therapies. We compete with approved immunotherapies and investigational
immunotherapies for patients for our clinical trials. For example, our product candidate AFM13 has orphan drug designation for the treatment of HL, which
means that the potential patient population is limited. Further, in our phase 2a clinical trial of AFM13 as well as in our phase 1b combination study of AFM13
with Merck’s anti-PD-1 antibody Keytruda (pembrolizumab) we have been seeking to enroll patients with relapsed/refractory HL. who have been treated with
Adcetris (brentuximab vedotin), which is an even more limited population of patients. Under the revised study protocol, we will now enroll patients that have
also failed to
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respond to anti-PD-1 treatment, further reducing the eligible patient population. As we are developing AFM13 and AFM11 for patients for whom all other
therapies have failed and who may not have long to live, patients may elect not to participate in our, or any, clinical trial.

The approval of new immuno-oncology drugs such as CPIs has changed the landscape for conducting clinical trials of other oncology drugs, including
ours, both for indications for which such drugs are approved as well as for indications in which additional trials are being conducted. In addition, there are
several other types of drugs in development for the indications for which we are developing AFM13, AFM11 and our other product candidates. We compete
for patients with the sponsors of trials for all of these drugs. These factors may make it difficult for us to enroll enough patients to complete our clinical trials
in a timely and cost-effective manner.

For example, although our phase 2a clinical trial of AFM13 in patients with HL started recruitment in the second quarter of 2015, due to the availability
of anti-PD-1 antibodies for the treatment of relapsed/refractory HL patients, we have experienced slower recruitment into the study than anticipated. In
addition, recruitment into our Phase 1 study in NHL for AFM11 has been slower than expected, and consequently the study has been delayed. Further delays
in the completion of any clinical trial of our product candidates will increase our costs, slow down our product candidate development and approval process
and delay or potentially jeopardize our ability to commence product sales and generate revenue. In addition, some of the factors that cause, or lead to, a delay
in the commencement or completion of clinical trials may also ultimately lead to the denial of regulatory approval of our product candidates.

We use new technologies in the development of our product candidates and the FDA and other regulatory authorities have not approved products that
utilize these technologies.

Our product candidates in development are based on new technologies, such as TandAbs, Trispecific Abs and alternative antibody formats (AAFs),
capable of recruiting either NK-cells or T-cells. The approval of our product candidates is less certain than approval of drugs that do not employ such novel
technologies or methods of action. We intend to work closely with the FDA, the EMA and other regulatory authorities to perform the requisite scientific
analyses and evaluation of our methods to obtain regulatory approval for our product candidates. For example, final assays and specifications of our product
candidates, in particular regarding cytotoxicity, have yet to be developed, and the FDA, EMA or other regulatory authorities may require additional analyses
to evaluate this aspect of our product quality. It is possible that the validation process may take time and resources, require independent third-party analyses or
not be accepted by the FDA, the EMA and other regulatory authorities. Delays or failure to obtain regulatory approval of any of the product candidates that
we are developing would adversely affect our business.

Even if our product candidates obtain regulatory approval, they will be subject to continual regulatory review.

If marketing authorization is obtained for any of our product candidates, the product will remain subject to continual review and therefore authorization
could be subsequently withdrawn or restricted. We will be subject to ongoing obligations and oversight by regulatory authorities, including adverse event
reporting requirements, marketing restrictions and, potentially, other post-marketing obligations, all of which may result in significant expense and limit our
ability to commercialize such products.

If there are changes in the application of legislation or regulatory policies, or if problems are discovered with a product or our manufacture of a product,
or if we or one of our distributors, licensees or co-marketers fails to comply with regulatory requirements, the regulators could take various actions. These
include imposing fines on us, imposing restrictions on the product or its manufacture and requiring us to recall or remove the product from the market. The
regulators could also suspend or withdraw our marketing authorizations, requiring us to conduct additional clinical trials, change our product labeling or
submit additional applications for marketing authorization. If any of these events occurs, our ability to sell such product may be impaired, and we may incur
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substantial additional expense to comply with regulatory requirements, which could materially adversely affect our business, financial condition and results of
operations.

We may not be successful in our efforts to use and expand our technology platforms to build a pipeline of product candidates.

A key element of our strategy is to use and expand our technology platforms to build a pipeline of product candidates and progress these product
candidates through clinical development for the treatment of a variety of different types of diseases. Although our research and development efforts to date
have resulted in a pipeline of product candidates directed at various cancers, we may not be able to develop product candidates that are safe and effective.
Even if we are successful in continuing to build our pipeline, the potential product candidates that we identify may not be suitable for clinical development,
including as a result of being shown to have harmful side effects or other characteristics that indicate that they are unlikely to be products that will receive
marketing approval and achieve market acceptance. If we do not continue to successfully develop and begin to commercialize product candidates, we will
face difficulty in obtaining product revenues in future periods, which could result in significant harm to our financial position and adversely affect our share
price.

Even if we obtain marketing approval of any of our product candidates in a major pharmaceutical market such as the United States or Europe, we
may never obtain approval or commercialize our products in other major markets, which would limit our ability to realize their full market potential.

In order to market any products in a country or territory, we must establish and comply with numerous and varying regulatory requirements of such
countries or territories regarding safety and efficacy. Clinical trials conducted in one country may not be accepted by regulatory authorities in other countries,
and regulatory approval in one country does not mean that regulatory approval will be obtained in any other country. Approval procedures vary among
countries and can involve additional product testing and validation and additional administrative review periods. Seeking regulatory approvals in all major
markets could result in significant delays, difficulties and costs for us and may require additional preclinical studies or clinical trials which would be costly
and time consuming. Regulatory requirements can vary widely from country to country and could delay or prevent the introduction of our products in those
countries. Satisfying these and other regulatory requirements is costly, time consuming, uncertain and subject to unanticipated delays. In addition, our failure
to obtain regulatory approval in any country may delay or have negative effects on the process for regulatory approval in other countries. We do not have any
product candidates approved for sale in any jurisdiction, including international markets, and we do not have experience in obtaining regulatory approval in
international markets. If we fail to comply with regulatory requirements in international markets or to obtain and maintain required approvals, our target
market will be reduced and our ability to realize the full market potential of our products will be harmed.

In the United States, we plan to seek fast track designation of AFM13; and we may seek fast track designation of AFM11 and/or our other product
candidates or breakthrough designation of AFM13 and/or AFM11 and/or our other product candidates. There is no assurance that the FDA will grant
either such designation; and, even if it does grant either such designation to AFM13 or AFM11 or one of our other product candidates, such
designation may not actually lead to a faster development or regulatory review or approval process and does not increase the likelihood that our
product candidates will receive marketing approval in the United States.

Once more clinical data become available, we plan to seek fast track of AFM13 as a monotherapy and/or as a combination therapy for patients with
relapsed/refractory HL, and we may see fast track designation of AFM11 or breakthrough designation of AFM13 and/or AFM11 and/or our other product
candidates. The fast track program, a provision of the FDA Modernization Act of 1997, is designed to facilitate interactions between a sponsoring company
and the FDA before and during submission of a BLA for an investigational agent that, alone or in combination with one or more other drugs, is intended to
treat a serious or life-threatening disease or
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condition, and which demonstrates the potential to address an unmet medical need for that disease or condition. Under the fast track program, the FDA may
consider reviewing portions of a marketing application before the sponsor submits the complete application if the FDA determines, after a preliminary
evaluation of the clinical data, that a fast track product may be effective. A fast track designation provides the opportunity for more frequent interactions with
the FDA, and a fast track product could be eligible for priority review if supported by clinical data at the time of submission of the BLA.

The FDA is authorized to designate a product candidate as a breakthrough therapy if it finds that the product is intended, alone or in combination with
one or more other drugs, to treat a serious or life-threatening disease or condition and preliminary clinical evidence indicates that the product may
demonstrate substantial improvement over existing therapies on one or more clinically significant endpoints, such as substantial treatment effects observed
early in clinical development. For products designated as breakthrough therapies, interaction and communication between the FDA and the sponsor of the
trial can help to identify the most efficient path for clinical development while minimizing the number of patients placed in ineffective control regimens.
Products designated as breakthrough therapies by the FDA are also eligible for accelerated approval.

The FDA has broad discretion whether or not to grant fast track or breakthrough designation. Accordingly, even if we believe one of our product
candidates meets the criteria for fast track or breakthrough designation, the FDA may disagree and instead determine not to make such designation. In any
event, the receipt of fast-track or breakthrough therapy designation for a product candidate may not result in a faster development process, review or approval
compared to product candidates considered for approval under conventional FDA procedures and, in any event, does not assure ultimate approval by the
FDA. In addition, even if one or more of our product candidates qualify as fast track or breakthrough therapies, the FDA may later decide that the product
candidates no longer meet the conditions for qualification or decide that the time period for FDA review or approval will not be shortened.

We may be unable to obtain orphan product designation or exclusivity for some of our product candidates. If our competitors are able to obtain orphan
product exclusivity for their products in the same indications for which we are developing our product candidates, we may not be able to have our
products approved by the applicable regulatory authority for a significant period of time. Conversely, if we obtain orphan drug exclusivity for some of
our product candidates, we may not be able to benefit from the associated marketing exclusivity.

Regulatory authorities in some jurisdictions, including the United States and Europe, may designate drugs for relatively small patient populations as
orphan drugs. Under the Orphan Drug Act, the FDA may designate a product candidate as an orphan drug if it is a drug intended to treat a rare disease or
condition, which is generally defined as a patient population of fewer than 200,000 individuals annually in the United States. In the European Union, or the
EU, the European Commission may designate a product candidate as an orphan medicinal product if it is a medicine for the diagnosis, prevention or treatment
of life-threatening or very serious conditions that affect not more than five in 10,000 persons in the European Union, or it is unlikely that marketing of the
medicine would generate sufficient returns to justify the investment needed for its development. We have received orphan drug designation for AFM13 for
the treatment of HL in the United States and Europe, but orphan drug status may not ensure that we have market exclusivity in a particular market and there is
no assurance we will be able to receive orphan drug designation for AFM11 or any additional product candidates. Further, the granting of a request for orphan
drug designation does not alter the standard regulatory requirements and process for obtaining marketing approval.

Generally, if a product candidate with an orphan drug designation receives the first marketing approval for the indication for which it has such
designation, the product is entitled to a period of marketing exclusivity, which, subject to certain exceptions, precludes the FDA from approving the
marketing application of another drug for the same indication for that time period or precludes the EMA, and other national drug regulators in the EU, from
accepting the marketing application for another medicinal product for the same indication. The
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applicable period is seven years in the United States and ten years in the European Union. The EU period can be reduced to six years if a product no longer
meets the criteria for orphan drug designation or if the product is sufficiently profitable so that market exclusivity is no longer justified. In the EU, orphan
exclusivity may also be extended for an additional two years (i.e., a maximum of 12 years’ orphan exclusivity) if the product is approved on the basis of a
dossier that includes pediatric clinical trial data generated in accordance with an approved pediatric investigation plan. Orphan drug exclusivity may be lost in
the United States if the FDA determines that the request for designation was materially defective or if the manufacturer is unable to assure sufficient quantity
of the product to meet the needs of patients with the rare disease or condition.

Even if we obtain orphan drug exclusivity for one or more of our products that exclusivity may not effectively protect the product from competition
because exclusivity can be suspended under certain circumstances. In the United States, even after an orphan drug is approved, the FDA can subsequently
approve another drug for the same condition if the FDA concludes that the later drug is clinically superior in that it is shown to be safer, more effective or
makes a major contribution to patient care. In the European Union, orphan exclusivity will not prevent a marketing authorization being granted for a similar
medicinal product in the same indication if the new product is safer, more effective or otherwise clinically superior to the first product or if the marketing
authorization holder of the first product is unable to supply sufficient quantities of the product.

Our product candidates may have serious adverse, undesirable or unacceptable side effects which may delay or prevent marketing approval. If such side
effects are identified during the development of our product candidates or following approval, if any, we may need to abandon our development of such
product candidates, the commercial profile of any approved label may be limited, or we may be subject to other significant negative consequences following
marketing approval, if any.

Although all of our product candidates have undergone or will undergo safety testing to the extent possible and agreed with health authorities, not all
adverse effects of drugs can be predicted or anticipated. Immunotherapy and its method of action of harnessing the body’s immune system, especially with
respect to T-cell TandAbs, is powerful and could lead to serious side effects that we only discover in clinical trials. Unforeseen side effects from any of our
product candidates could arise either during clinical development or, if such side effects are rarer, after our product candidates have been approved by
regulatory authorities and the approved product has been marketed, resulting in the exposure of additional patients. All of our product candidates are still in
clinical or preclinical development. While our phase 1 clinical trials for AFM13 demonstrated a favorable safety profile, the results from future trials of
AFM13 may not confirm these results. We have recently commenced our phase 1 clinical trials of AFM11, the primary objective of which is to assess safety.
The harnessing of T-cells to kill tumors is risky and may have unintended consequences. So far we have not previously demonstrated that AFM11 is safe in
humans, but we cannot predict if the ongoing phase 1 clinical trials will do so.

Furthermore, we are initially developing our product candidates for patients with HL, TCL, NHL and other indications for whom no other therapies
have succeeded and survival times are frequently short. Therefore, we expect that certain patients may die during the clinical trials of our product candidates,
and it may be difficult to ascertain whether such deaths are attributable to the underlying disease, complications from the disease, our product candidates or a
combination thereof.

The results of future clinical trials may show that our product candidates cause undesirable or unacceptable side effects, which could interrupt, delay or
halt clinical trials, and result in delay of, or failure to obtain, marketing approval from the FDA, the European Commission and other regulatory authorities, or
result in marketing approval from the FDA, the European Commission and other regulatory authorities with restrictive label warnings or potential product
liability claims.

If any of our product candidates receives marketing approval and we or others later identify undesirable or unacceptable side effects caused by such
products:

. regulatory authorities may require us to take our approved product off the market;
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. regulatory authorities may require the addition of labeling statements, specific warnings, a contraindication or field alerts to physicians and
pharmacies;

. we may be required to change the way the product is administered, conduct additional clinical trials or change the labeling of the product;

. we may be subject to limitations on how we may promote the product;

. sales of the product may decrease significantly;

. we may be subject to litigation or product liability claims; and

. our reputation may suffer.

Any of these events could prevent us, our collaborators or our potential future partners from achieving or maintaining market acceptance of the affected
product or could substantially increase commercialization costs and expenses, which in turn could delay or prevent us from generating significant revenue
from the sale of our products.

Adverse events in the field of immuno-oncology could damage public perception of our product candidates and negatively affect our business.

The commercial success of our products will depend in part on public acceptance of the use of cancer immunotherapies. Adverse events in clinical
trials of our product candidates or in clinical trials of others developing similar products and the resulting publicity, as well as any other adverse events in the
field of immuno-oncology that may occur in the future, could result in a decrease in demand for any products that we may develop. Although the mode of
action of our T-cell TandAbs differs from that of other approaches in development, the public may not always differentiate between our therapies and others
in the field. If public perception is influenced by claims that the use of cancer immunotherapies is unsafe, our products may not be accepted by the general
public or the medical community.

Future adverse events in immuno-oncology or the biopharmaceutical industry could also result in greater governmental regulation, stricter labeling
requirements and potential regulatory delays in the testing or approvals of our products. Any increased scrutiny could delay or increase the costs of obtaining
regulatory approval for our product candidates.

Even if approved, if any of our product candidates do not achieve broad market acceptance among physicians, patients, the medical community and
third-party payors, our revenue generated from their sales will be limited.

The commercial success of our product candidates will depend upon their acceptance among physicians, patients and the medical community. The
degree of market acceptance of our product candidates will depend on a number of factors, including:

. limitations or warnings contained in the approved labeling for a product candidate;

. changes in the standard of care for the targeted indications for any of our product candidates;

. limitations in the approved clinical indications for our product candidates;

. demonstrated clinical safety and efficacy compared to other products;

. lack of significant adverse side effects;

. sales, marketing and distribution support;

. availability and extent of reimbursement from managed care plans and other third-party payors;
. timing of market introduction and perceived effectiveness of competitive products;
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the degree of cost-effectiveness of our product candidates;
availability of alternative therapies at similar or lower cost, including generic and over-the-counter products;
the extent to which the product candidate is approved for inclusion on formularies of hospitals and managed care organizations;

whether the product is designated under physician treatment guidelines as a first-line therapy or as a second- or third-line therapy for particular
diseases;

adverse publicity about our product candidates or favorable publicity about competitive products;
convenience and ease of administration of our products; and

potential product liability claims.

If any of our product candidates are approved, but do not achieve an adequate level of acceptance by physicians, patients and the medical community,
we may not generate sufficient revenue from these products, and we may not become or remain profitable. In addition, efforts to educate the medical
community and third-party payors on the benefits of our product candidates may require significant resources and may never be successful.

We are subject to manufacturing risks that could substantially increase our costs and limit supply of our products.

The process of manufacturing our products is complex, highly regulated and subject to several risks, including:

We do not have experience in manufacturing our product candidates at commercial scale. We plan to contract with external manufacturers to
develop a larger scale process for manufacturing AFM13 in parallel with our clinical trials of AFM13, in order to have material from such
commercial scale process available for a potential pivotal phase 2b trial for patients with HL. We may not succeed in the scaling up of our
process. We may need a larger scale manufacturing process for AFM11 than what we have planned, depending on the dose and regimen that will
be determined in our phase 1 study. Any changes in our manufacturing processes as a result of scaling up may result in the need to obtain
additional regulatory approvals. Difficulties in achieving commercial-scale production or the need for additional regulatory approvals as a result
of scaling up could delay the development and regulatory approval of our product candidates and ultimately affect our success.

The process of manufacturing biologics, such as AFM13, AFM11 and our other product candidates, is extremely susceptible to product loss due
to contamination, equipment failure or improper installation or operation of equipment, vendor or operator error, inconsistency in yields,
variability in product characteristics and difficulties in scaling the production process. Even minor deviations from normal manufacturing
processes could result in reduced production yields, product defects and other supply disruptions. If microbial, viral or other contaminations are
discovered in our product candidates or in the manufacturing facilities in which our product candidates are made, such manufacturing facilities
may need to be closed for an extended period of time to investigate and remedy the contamination.

The manufacturing facilities in which our product candidates are made could be adversely affected by equipment failures, labor shortages, natural
disasters, power failures and numerous other factors.

We must comply with applicable current Good Manufacturing Practice, or cGMP, regulations and guidelines. We may encounter difficulties in
achieving quality control and quality assurance and may experience shortages in qualified personnel. We are subject to inspections by the FDA
and comparable agencies in other jurisdictions to confirm compliance with applicable regulatory requirements. Any failure to follow cGMP or
other regulatory requirements or delay, interruption or other issues that arise
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in the manufacture, fill-finish, packaging, or storage of our product candidates as a result of a failure of our facilities or the facilities or operations
of third parties to comply with regulatory requirements or pass any regulatory authority inspection could significantly impair our ability to
develop and commercialize our product candidates, including leading to significant delays in the availability of drug product for our clinical trials
or the termination or hold on a clinical trial, or the delay or prevention of a filing or approval of marketing applications for our product
candidates. Significant noncompliance could also result in the imposition of sanctions, including fines, injunctions, civil penalties, failure of
regulatory authorities to grant marketing approvals for our product candidates, delays, suspension or withdrawal of approvals, license revocation,
seizures or recalls of products, operating restrictions and criminal prosecutions, any of which could damage our reputation. If we are not able to
maintain regulatory compliance, we may not be permitted to market our product candidates and/or may be subject to product recalls, seizures,
injunctions, or criminal prosecution.

. Any adverse developments affecting manufacturing operations for our product candidates, if any are approved, may result in shipment delays,
inventory shortages, lot failures, product withdrawals or recalls, or other interruptions in the supply of our products. We may also have to take
inventory write-offs and incur other charges and expenses for products that fail to meet specifications, undertake costly remediation efforts or
seek more costly manufacturing alternatives.

. Our product candidates that have been produced and are stored for later use may degrade, become contaminated or suffer other quality defects,
which may cause the affected product candidates to no longer be suitable for their intended use in clinical trials or other development activities. If
the defective product candidates cannot be replaced in a timely fashion, we may incur significant delays in our development programs that could
adversely affect the value of such product candidates.

We currently have no marketing, sales or distribution infrastructure. If we are unable to develop sales, marketing and distribution capabilities on our
own or through collaborations, or if we fail to achieve adequate pricing and/or reimbursement we will not be successful in commercializing our
product candidates.

We currently have no marketing, sales and distribution capabilities because our lead product candidates are still in clinical development. If any of our
product candidates are approved, we intend either to establish a sales and marketing organization with technical expertise and supporting distribution
capabilities to commercialize our product candidates, or to outsource this function to a third party. Either of these options would be expensive and time
consuming. These costs may be incurred in advance of any approval of our product candidates. In addition, we may not be able to hire a sales force that is
sufficient in size or has adequate expertise in the medical markets that we intend to target. Any failure or delay in the development of our internal sales,
marketing and distribution capabilities would adversely impact the commercialization of our products.

To the extent that we enter into collaboration agreements with respect to marketing, sales or distribution, our product revenue may be lower than if we
directly marketed or sold any approved products. In addition, any revenue we receive will depend in whole or in part upon the efforts of these third-party
collaborators, which may not be successful and are generally not within our control. If we are unable to enter into these arrangements on acceptable terms or
at all, we may not be able to successfully commercialize any approved products. If we are not successful in commercializing any approved products, either on
our own or through collaborations with one or more third parties, our future product revenue will suffer and we may incur significant additional losses.

We may not be able to achieve the prices for our products that we may need for sustained profitability. In particular, there are different and changing
reimbursement regulations in major market countries and other countries, and we might not be able to show the specific benefit or other requirements
required for reimbursement or reimbursement at a specified pricing level in one or more jurisdictions.
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In addition, if we successfully develop combinations of our product candidates with other potentially expensive agents, the market may not allow for
premium pricing of our products and hence may impair our ability to achieve profitability.

We face significant competition and if our competitors develop and market products that are more effective, safer or less expensive than our product
candidates, our commercial opportunities will be negatively impacted.

The life sciences industry is highly competitive and subject to rapid and significant technological change. We are currently developing therapeutics that
will compete with other drugs and therapies that currently exist or are being developed. Products we may develop in the future are also likely to face
competition from other drugs and therapies, some of which we may not currently be aware. We have competitors both in the United States and internationally,
including major multinational pharmaceutical companies, established biotechnology companies, specialty pharmaceutical companies, universities and other
research institutions. Many of our competitors have significantly greater financial, manufacturing, marketing, drug development, technical and human
resources than we do. Large pharmaceutical companies, in particular, have extensive experience in clinical testing, obtaining regulatory approvals, recruiting
patients and in manufacturing pharmaceutical products. These companies also have significantly greater research and marketing capabilities than we do and
may also have products that have been approved or are in late stages of development, and collaborative arrangements in our target markets with leading
companies and research institutions. Established pharmaceutical companies may also invest heavily to accelerate discovery and development of novel
compounds or to in-license novel compounds that could make the product candidates that we develop obsolete. As a result of all of these factors, our
competitors may succeed in obtaining patent protection and/or marketing approval or discovering, developing and commercializing products in our field
before we do.

There is a large number of companies developing or marketing treatments for cancer disorders, including many major pharmaceutical and
biotechnology companies. These treatments consist both of small molecule drug products, as well as biologic therapeutics that work, among others, either by
using next-generation antibody technology platforms or new immunological approaches to address specific cancer targets. These treatments are often
combined with one another in an attempt to maximize the response rate. In addition, several companies are developing therapeutics that work by targeting
multiple specificities using a single recombinant molecule, as we are.

Adcetris, an antibody-drug conjugate targeting CD30, was approved by the FDA in relapsed/refractory HL in 2011. In addition, Adcetris was approved
by the FDA in 2015 for the treatment of patients with HL at high risk of relapse or progression following autologous hematopoietic stem cell transplantation
as consolidation treatment. In the European Union, Adcetris is approved for the same indications. Adcetris is currently being investigated in different settings
and various combinations in HL. Recent data indicate high complete response rates when combined with ipilimumab or bendamustine in relapsed/refractory
HL.

Recently, clinical phase 1 data with the anti-PD-1 CPIs nivolumab and pembrolizumab in HL was published in the New England Journal of Medicine
and at several conferences. This early data indicates the potential of anti-PD-1 antibodies to cause high response rates in the salvage setting of HL. The FDA
has approved nivolumab in classical HL that has relapsed or progressed after autologous hematopoietic stem cell transplantation and post-transplantation
Adcetris and Phase 2 studies are reported to be ongoing with both nivolumab and pembrolizumab (registrational intent). If AFM13 were to be approved for
HL, we would be in competition with these therapies, as well as any other therapies or combination regimens that comprise the standard of care that AFM13
could potentially displace. Several other agents have reached proof of concept clinical trials in HL, including Afinitor® (Novartis AG), ferritarg (MABLife),
lirilumab (Innate Pharma), panobinostat (Novartis) and lenalidomide (Celgene).

With respect to competitors for AFM11, rituximab has been approved to treat certain types of NHL in both the United States and Europe and is
generally combined with a chemotherapy regimen (typically CHOP or

S-17



Table of Contents

bendamustine). Imbruvica, a small molecule drug targeting malignant B-cells, was approved by the FDA in 2013 to treat the mantle cell variant of NHL
(MCL). Amgen develops cancer product candidates that work by targeting receptors both on immune cells and cancer cells, like our TandAbs. Amgen’s
blinatumomab, a product based on the BiTE® (bispecific T-cell engager) technology, is an antibody construct similar to AFM11 and was approved by the
FDA and EMA to treat patients with relapsed and refractory Philadelphia chromosome-negative precursor B-cell acute lymphoblastic leukemia (B-cell ALL).
MacroGenics’ MGDO011, a CD19xCD3 DART entered phase 1 in B-NHL and ALL and is being developed in partnership with Janssen Biotech. Morphosys is
developing an Fc-enhanced anti-CD19 monoclonal antibody (phase 2). Regeneron is developing a bispecific CD20xCD3 antibody for the treatment of NHL,
which is currently in phase 1. In October 2015, the FDA granted breakthrough designation to Pfizer's CD22-targeting antibody-drug conjugate inotuzumab
ozogamizin for the treatment of relapsed and refractory B-ALL. A second CD19-targeting antibody-drug conjugate is being developed by Seattle Genetics
and has entered phase 2 in NHL. Juno Therapeutics, Novartis, Bellicum, Cellectis and Kite Pharma are each developing therapies using T-cells reengineered
with chimeric antigen receptors (CARs) against CD19-positive B-cells. This therapeutic approach, which utilizes a patient’s own T-cells after ex-vivo genetic
modification, is currently being investigated in early stage clinical trials. Although limited data are available, CAR treatments seem to result in high response
rates, specifically in ALL.

We expect that our TandAb and trispecific antibody platforms as well as our AAFs will serve as the basis for future product candidates and
collaborations with pharmaceutical companies. Other companies also have developed platform technologies that compete with us. For example, Macrogenics
is developing its DART platform, which enables the targeting of multiple receptors or cells by using a single molecule with an antibody-like structure. Ablynx
is also developing such a platform aimed at multi-specific targeting, which to date has not reached clinical testing.

Our commercial opportunity could be reduced or eliminated if our competitors develop and commercialize products that are safer, more effective, have
fewer or less severe effects, are more convenient, have a broader label, are marketed more effectively, are reimbursed or are less expensive than any products
that we may develop. Our competitors also may obtain FDA, European Commission or other regulatory approval for their products more rapidly than we may
obtain approval for ours, which could result in our competitors establishing a strong market position before we are able to enter the market. Even if our
product candidates achieve marketing approval, they may be priced at a significant premium over competitive products if any have been approved by then,
resulting in reduced competitiveness.

In addition, our ability to compete in the future may be affected in many cases by insurers or other third-party payors seeking to encourage the use of
biosimilar products. In March 2010, President Obama signed into law the Patient Protection and Affordable Care Act, as amended by the Health Care and
Education Reconciliation Act, or collectively, the Health Care Reform Law, a sweeping law intended to broaden access to health insurance, reduce or
constrain the growth of healthcare spending, enhance remedies against fraud and abuse, add new transparency requirements for health care and health
insurance industries, impose new taxes and fees on the health industry and impose additional health policy reforms. The Health Care Reform Law also created
a new regulatory scheme authorizing the FDA to approve biosimilars. Under the Health Care Reform Law, a manufacturer may submit an application for
licensure of a biologic product that is “biosimilar to” or “interchangeable with” a previously approved biological product or “reference product,” without the
need to submit a full package of preclinical and clinical data. Under this new statutory scheme, an application for a biosimilar product may not be submitted
to the FDA until four years following approval of the reference product. The FDA may not approve a biosimilar product until 12 years from the date on which
the reference product was approved. Even if a product is considered to be a reference product eligible for exclusivity, another company could market a
competing version of that product if the FDA approves a full BLA for such product containing the sponsor’s own preclinical data and data from adequate and
well-controlled clinical trials to demonstrate the safety, purity and potency of their product. Furthermore, recent legislation has proposed that the 12-year
exclusivity period for each a reference product may be reduced to seven years.
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Smaller and other early stage companies may also prove to be significant competitors, particularly through collaborative arrangements with large and
established companies. These third parties compete with us in recruiting and retaining qualified scientific and management personnel, establishing clinical
trial sites and patient registration for clinical trials, as well as in acquiring technologies complementary to, or necessary for, our programs. In addition, the
biopharmaceutical industry is characterized by rapid technological change. If we fail to stay at the forefront of technological change, we may be unable to
compete effectively. Technological advances or products developed by our competitors may render our technologies or product candidates obsolete, less
competitive or not economical.

Enacted and future legislation may increase the difficulty and cost for us to obtain marketing approval of and commercialize our product candidates
and may dffect the prices we may set. The successful commercialization of our product candidates will depend in part on the extent to which
governmental authorities and health insurers establish adequate coverage and reimbursement levels and pricing policies.

In the United States, the European Union, its member states and some other foreign jurisdictions, there have been a number of legislative and
regulatory changes and proposed changes regarding the healthcare system. These changes could prevent or delay marketing approval of our product
candidates, restrict or regulate post-approval activities and affect our ability to sell profitably any products for which we obtain marketing approval. Among
policy makers and payors in the United States and elsewhere, there is significant interest in promoting changes in healthcare systems with the stated goals of
containing healthcare costs, improving quality and/or expanding access to healthcare.

In the United States, the Medicare Prescription Drug, Improvement, and Modernization Act of 2003, or the Medicare Modernization Act, changed the
way Medicare covers and pays for pharmaceutical products. The legislation expanded Medicare coverage for drug purchases by the elderly and introduced a
new reimbursement methodology based on average sale prices for physician-administered drugs. In addition, this legislation provided authority for limiting
the number of drugs that will be covered in any therapeutic class. Cost-reduction initiatives and other provisions of this legislation could decrease the
coverage and price that we receive for any approved products. If we successfully develop combinations of our product candidates with other potentially
expensive agents, we may not achieve premium pricing for our products, which may impair our ability to achieve profitability. While the Medicare
Modernization Act applies only to drug benefits for Medicare beneficiaries, private payors often follow Medicare coverage policy and payment limitations in
setting their own reimbursement rates. Therefore, any reduction in reimbursement that results from the Medicare Modernization Act may result in a similar
reduction in payments from private payors.

In addition, the Health Care Reform Law, among other things, increased rebates a manufacturer must pay to the Medicaid program, addressed a new
methodology by which rebates owed by manufacturers under the Medicaid Drug Rebate Program are calculated for drugs that are inhaled, infused, instilled,
implanted or injected, established a new Medicare Part D coverage gap discount program, in which manufacturers must provide 50% point-of-sale discounts
on products covered under Part D and implemented payment system reforms including a national pilot program on payment bundling to encourage hospitals,
physicians and other providers to improve the coordination, quality and efficiency of certain healthcare services through bundled payment models. Further,
the new law imposed a significant annual fee on companies that manufacture or import branded prescription drug products. Substantial new provisions
affecting compliance were enacted, which may affect our business practices with health care practitioners. The goal of the Health Care Reform Law is to
reduce the cost of health care and substantially change the way health care is financed by both governmental and private insurers. While we cannot predict
what impact on federal reimbursement policies this legislation will have in general or on our business specifically, the Health Care Reform Law may result in
downward pressure on pharmaceutical reimbursement, which could negatively affect market acceptance of, and the price we may charge for, any products we
develop that receive regulatory approval. Furthermore, it is possible that following the inauguration of President-elect Trump on January 20, 2017, legislation
will be introduced and passed by the Republican-controlled Congress repealing the Health Care Reform Law in whole or in part and signed into law by
President Trump, consistent
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with statements made by him during his presidential campaign and subsequently indicating his intention to do so within a short time following his
inauguration. Because of the continued uncertainty about the implementation of the Health Care Reform Law, including the potential for further legal
challenges or repeal of that legislation, we cannot quantify or predict with any certainty the likely impact of the Health Care Reform Law or its repeal on our
business model, prospects, financial condition or results of operations, in particular on the pricing, coverage or reimbursement of any of our product
candidates that may receive marketing approval. We also anticipate that Congress, state legislatures, and third-party payors may continue to review and assess
alternative healthcare delivery and payment systems and may in the future propose and adopt legislation or policy changes or implementations effecting
additional fundamental changes in the healthcare delivery system. We cannot assure you as to the ultimate content, timing, or effect of changes, nor is it
possible at this time to estimate the impact of any such potential legislation.

Moreover, other legislative changes have also been proposed and adopted in the United States since the Health Care Reform Law was enacted. On
August 2, 2011, the Budget Control Act of 2011, among other things, created measures for spending reductions by Congress. A Joint Select Committee on
Deficit Reduction, tasked with recommending a targeted deficit reduction of at least $1.2 trillion for the years 2013 through 2021, was unable to reach
required goals, thereby triggering the legislation’s automatic reduction to several government programs. This includes aggregate reductions to Medicare
payments to providers of 2% per fiscal year, which went into effect on April 1, 2013. On January 2, 2013, President Obama signed into law the American
Taxpayer Relief Act of 2012, or the ATRA, which, among other things, further reduced Medicare payments to several providers, including hospitals, imaging
centers and cancer treatment centers, and increased the statute of limitations period for the government to recover overpayments to providers from three to
five years. These new laws may result in additional reductions in Medicare and other health care funding, which could have a material adverse effect on our
customers and accordingly, our financial operations.

The delivery of healthcare in the European Union, including the establishment and operation of health services and the pricing and reimbursement of
medicines, is almost exclusively a matter for national, rather than EU, law and policy. National governments and health service providers have different
priorities and approaches to the delivery of health care and the pricing and reimbursement of products in that context. In general, however, the healthcare
budgetary constraints in most EU member states have resulted in restrictions on the pricing and reimbursement of medicines by relevant health service
providers. Coupled with ever-increasing EU and national regulatory burdens on those wishing to develop and market products, this could prevent or delay
marketing approval of our product candidates, restrict or regulate post-approval activities and affect our ability to commercialize any products for which we
obtain marketing approval.

If any product liability lawsuits are successfully brought against us or any of our collaborators, we may incur substantial liabilities and may be
required to limit commercialization of our product candidates.

We face an inherent risk of product liability lawsuits related to the testing of our product candidates in seriously ill patients, and will face an even
greater risk if product candidates are approved by regulatory authorities and introduced commercially. Despite mandatory product liability insurances in the
countries in which we are conducting our clinical trials, we cannot exclude that any claims will be brought against us or our collaborators although product
liability claims by participants enrolled in our clinical trials will be usually covered by our insurances. If we cannot successfully defend ourselves against any
such claims, we may incur substantial liabilities. Regardless of their merit or eventual outcome, liability claims may result in:

. decreased demand for our future approved products;

. injury to our reputation;

. withdrawal of clinical trial participants;

. termination of clinical trial sites or entire trial programs;
. increased regulatory scrutiny;
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. significant litigation costs;

. substantial monetary awards to or costly settlement with patients or other claimants;
. product recalls or a change in the indications for which they may be used;

. loss of revenue;

. diversion of management and scientific resources from our business operations; and
. the inability to commercialize our product candidates.

If any of our product candidates are approved for commercial sale, we will be highly dependent upon consumer perceptions of us and the safety and
quality of our products. We could be adversely affected if we are subject to negative publicity. We could also be adversely affected if any of our products or
any similar products distributed by other companies prove to be, or are asserted to be, harmful to patients. Because of our dependence upon consumer
perceptions, any adverse publicity associated with illness or other adverse effects resulting from patients’ use or misuse of our products or any similar
products distributed by other companies could have a material adverse impact on our financial condition or results of operations.

We currently hold €10 million in business liability insurance coverage per year in the aggregate, with a per incident limit of €5 million except for
environmental liability risks, for which the per incident limit is €3 million. We also hold €5 million in clinical trial insurance for the AFM11 phase 1 clinical
trial in Germany with a per incident limit of €0.5 million. In addition, we hold $5 million combined clinical trial insurance for the AFM11 phase 1 clinical
trial and for the AFM13 phase 1b combination trial in the U.S. with a per incident limit of $5 million, and a coverage increase of up to $10 million in the U.S.
as an aggregate limit increase of the business liability insurance coverage. Our current insurance coverage and any additional coverage for further clinical
trials may not be adequate to cover all liabilities that we may incur. We may need to increase and expand our insurance coverage when we begin the
commercialization of our product candidates. Insurance coverage is becoming increasingly expensive. As a result, we may be unable to maintain or obtain
sufficient insurance at a reasonable cost to protect us against losses that could have a material adverse effect on our business. A successful product liability
claim or series of claims brought against us, particularly if judgments exceed any insurance coverage we may have, could decrease our cash resources and
adversely affect our business, financial condition and results of operation.

Our business may become subject to economic, political, requlatory and other risks associated with international operations.

Our business is subject to risks associated with conducting business internationally. A number of our suppliers and collaborative and clinical trial
relationships are located outside the United States. Accordingly, our future results could be harmed by a variety of factors, including:

. economic weakness, including inflation, or political instability in particular non-U.S. economies and markets;

. differing regulatory requirements for drug approvals in non-U.S. countries;

. potentially reduced protection for intellectual property rights;

. difficulties in compliance with non-U.S. laws and regulations;

. changes in non-U.S. regulations and customs, tariffs and trade barriers;

. changes in non-U.S. currency exchange rates and currency controls;

. changes in a specific country’s or region’s political or economic environment;

. trade protection measures, import or export licensing requirements or other restrictive actions by U.S. or non-U.S. governments;
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. negative consequences from changes in tax laws;

. compliance with tax, employment, immigration and labor laws for employees living or traveling abroad;

. workforce uncertainty in countries where labor unrest is more common than in the United States;

. difficulties associated with staffing and managing international operations, including differing labor relations;

. production shortages resulting from any events affecting raw material supply or manufacturing capabilities abroad; and

. business interruptions resulting from geo-political actions, including war and terrorism, or natural disasters including earthquakes, typhoons,

floods and fires.

Exchange rate fluctuations or abandonment of the euro currency may materially affect our results of operations and financial condition.

Potential future revenue may be derived from abroad, particularly from the United States. As a result, our business and share price may be affected by
fluctuations in foreign exchange rates between the euro and these other currencies, which may also have a significant impact on our reported results of
operations and cash flows from period to period. We have converted into euros only the portion of the IPO proceeds and the proceeds from our follow-on
offering in May 2015, the private placement in October 2015 and sales pursuant to our at-the-market sales agreement that will be spent in euros according to
our budget. If the euro/US$ ratio changes, we may be subject to foreign exchange-rate risk. Currently, we do not have any other exchange rate hedging
measures in place. In addition, the possible abandonment of the euro by one or more members of the European Union could materially affect our business in
the future. Despite measures taken by the European Union to provide funding to certain EU member states in financial difficulties and by a number of
European countries to stabilize their economies and reduce their debt burdens, it is possible that the euro could be abandoned in the future as a currency by
countries that have adopted its use. This could lead to the re-introduction of individual currencies in one or more EU member states, or in more extreme
circumstances, the dissolution of the European Union. The effects on our business of a potential dissolution of the European Union, the exit of one or more
EU member states from the European Union or the abandonment of the euro as a currency, are impossible to predict with certainty, and any such events could
have a material adverse effect on our business, financial condition and results of operations.

Risks Related to Our Financial Position and Need for Additional Capital

We have incurred significant losses since inception and anticipate that we will continue to incur losses for the foreseeable future. We have no products
approved for commercial sale, and to date we have not generated any revenue or profit from product sales. We may never achieve or sustain
profitability.

We are a clinical-stage biopharmaceutical company with a limited operating history. We have incurred significant losses since our inception. As of
September 30, 2016, our accumulated deficit was €147.0 million. Our losses have resulted principally from expenses incurred in research and development of
our product candidates and from general and administrative expenses that we have incurred while building our business infrastructure. We expect to continue
to incur losses for the foreseeable future, and we expect these losses to increase as we continue our research and development of, and seek regulatory
approvals for, our product candidates, prepare for and begin to commercialize any approved products, and add infrastructure and personnel to support our
product development efforts and operations as a public company. The net losses and negative cash flows incurred to date, together with expected future
losses, have had, and likely will continue to have, an adverse effect on our shareholders’ equity and working capital. The amount of future net losses will
depend, in part, on the rate of future growth of our expenses and our ability to generate revenue.
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Because of the numerous risks and uncertainties associated with pharmaceutical product development, we are unable to accurately predict the timing or
amount of increased expenses or when, or if, we will be able to achieve profitability. For example, our expenses could increase if we are required by the FDA
or the EMA to perform trials in addition to those that we currently expect to perform, or if there are any delays in completing our currently planned clinical
trials or in the development of any of our product candidates.

To become and remain profitable, we must succeed in developing and commercializing products with significant market potential. This will require us
to be successful in a range of challenging activities for which we are only in the preliminary stages, including developing product candidates, obtaining
regulatory approval for them, and manufacturing, marketing and selling those products for which we may obtain regulatory approval. We may never succeed
in these activities and may never generate revenue from product sales that is significant enough to achieve profitability. Our ability to generate future revenue
from product sales depends heavily on our success in many areas, including but not limited to:

. completing research and clinical development of our product candidates, including successfully completing registration clinical trials of AFM13
or AFM11;

. obtaining marketing approvals for our product candidates, including AFM13 or AFM11, for which we complete clinical trials;

. developing a sustainable and scalable manufacturing process for any approved product candidates and maintaining supply and manufacturing

relationships with third parties that can conduct the process and provide adequate (in amount and quality) products to support clinical
development and the market demand for our product candidates, if approved;

. launching and commercializing product candidates for which we obtain marketing approval, either directly or with a collaborator or distributor;
. establishing sales, marketing, and distribution capabilities in the United States;

. obtaining market acceptance of our product candidates as viable treatment options;

. addressing any competing technological and market developments;

. identifying, assessing, acquiring and/or developing new product candidates;

. negotiating favorable terms in any collaboration, licensing, or other arrangements into which we may enter;

. maintaining, protecting, and expanding our portfolio of intellectual property rights, including patents, trade secrets, and know-how; and

. attracting, hiring and retaining qualified personnel.

Even if one or more of the product candidates that we develop is approved for commercial sale, we anticipate incurring significant costs associated with
commercializing any approved product candidate. Because of the numerous risks and uncertainties with pharmaceutical product development, we are unable
to accurately predict the timing or amount of increased expenses or when, or if, we will be able to achieve profitability. Even if we achieve profitability in the
future, we may not be able to sustain profitability in subsequent periods. Our failure to become or remain profitable would depress our market value and could
impair our ability to raise capital, expand our business, develop other product candidates, or continue our operations. A decline in the value of our company
could also cause you to lose all or part of your investment.

We will require substantial additional funding, which may not be available to us on acceptable terms, or at all, and, if not available, may require us to
delay, scale back, or cease our product development programs or operations.

We are advancing our product candidates through clinical development. Developing pharmaceutical products, including conducting preclinical studies
and clinical trials, is expensive. In order to obtain such
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regulatory approval, we will be required to conduct clinical trials for each indication for each of our product candidates. We will require additional funding to
complete the development and commercialization of our product candidates and to continue to advance the development of our other product candidates, and
such funding may not be available on acceptable terms or at all. Although it is difficult to predict our liquidity requirements, based upon our current operating
plan, we anticipate that the net proceeds from this offering, together with our existing liquidity, an additional loan tranche available to us under the SVB loan
facility and additional budgeted revenues will enable us to fund the clinical development of AFM13 and AFM11 and pre-clinical development of AFM?24 and
AFM26 at least until the end of 2018, assuming all of our programs advance as currently contemplated. Because successful development of our product
candidates is uncertain, we are unable to estimate the actual funds we will require to complete research and development and to commercialize our product
candidates.

Our future funding requirements will depend on many factors, including but not limited to:

. the number and characteristics of other product candidates that we pursue;

. the scope, progress, timing, cost and results of research, preclinical development, and clinical trials;

. the costs, timing and outcome of seeking and obtaining FDA and non-U.S. regulatory approvals;

. the costs associated with manufacturing our product candidates and establishing sales, marketing, and distribution capabilities;

. our ability to maintain, expand, and defend the scope of our intellectual property portfolio, including the amount and timing of any payments we

may be required to make in connection with the licensing, filing, defense and enforcement of any patents or other intellectual property rights;

. the extent to which we acquire or in-license other products or technologies;

. our need and ability to hire additional management, scientific, and medical personnel;

. the effect of competing products that may limit market penetration of our product candidates;

. the amount and timing of revenues, if any, we receive from commercial sales of any product candidates for which we receive marketing approval

in the future;
. our need to implement additional internal systems and infrastructure, including financial and reporting systems; and

. the economic and other terms, timing of and success of our existing collaborations, and any collaboration, licensing, or other arrangements into
which we may enter in the future, including the timing of achievement of milestones and receipt of any milestone or royalty payments under
these agreements.

Until we can generate a sufficient amount of product revenue to finance our cash requirements, which we may never do, we expect to finance future
cash needs primarily through a combination of public or private equity offerings, debt financings, strategic collaborations, and grant funding. If sufficient
funds on acceptable terms are not available when needed, or at all, we could be forced to significantly reduce operating expenses and delay, scale back or
eliminate one or more of our development programs or our business operations or even go bankrupt.

Raising additional capital may cause dilution to our shareholders, restrict our operations or require us to relinquish rights to our intellectual property
or future revenue streams.

Until such time, if ever, as we can generate substantial product revenue, we expect to finance our cash needs through a combination of equity offerings,
debt financings, grants and license and development agreements in connection with any collaborations. We do not have any committed external source of
funds. In the event we need to seek additional funds, we may raise additional capital through the sale of equity or convertible debt
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securities. In such an event, our shareholders’ ownership interests will be diluted, and the terms of these new securities may include liquidation or other
preferences that adversely affect our shareholders’ rights as holders of our common shares. Debt financing, if available, may involve agreements that include
covenants limiting or restricting our ability to take specific actions, such as incurring additional debt, making capital expenditures or declaring dividends.

On November 30, 2016, our subsidiary Affimed GmbH entered into a loan agreement with Silicon Valley Bank, a California corporation (“SVB”), as
lender, which we fully guarantee, providing us with a senior secured term loan facility for up to €10.0 million, available in two tranches, the availability of
which is contingent on our satisfaction of certain conditions. On December 8, 2016, we fully drew down the initial tranche of €5.0 million. In connection with
such drawdown, we issued SVB a warrant to purchase 166,297 of our common shares, at an exercise price of $2.00 per common share (€1.79 per common
share). If certain conditions are met and an additional tranche of either €2.5 million or €5.0 million becomes available for us to draw down, we will be
required to issue an additional warrant to SVB in connection with such drawdown. Such additional warrant would be exercisable for our common shares in an
amount equal to 9.5% of the additional amount drawn, subject to a maximum number of common shares such that both warrants issued to SVB would
together be exercisable for no greater than 0.5% of our aggregate share capital outstanding at such time.

If we raise additional funds through collaborations, strategic alliances or marketing, distribution or licensing arrangements with third parties, we may
have to relinquish valuable rights to our technologies, product candidates, intellectual property or future revenue streams. If we are unable to raise additional
funds when needed, we may be required to delay, limit, reduce or terminate our product development or future commercialization efforts or grant rights to
develop and market product candidates that we would otherwise prefer to develop and market ourselves.

We have broad discretion in the use of the net proceeds from this offering and our cash on hand and may not use them effectively.

As of September 30, 2016, we had €35.7 million in cash and cash equivalents, and we had certificates of deposit of €13.4 million due within six months
or less, amounting to €49.1 million of liquidity. Our management will have broad discretion in the use of such funds and the proceeds from this offering and
could spend them in ways that do not improve our results of operations or enhance the value of our common shares. The failure by our management to apply
these funds effectively could result in financial losses that could have a material adverse effect on our business, cause the price of our common shares to
decline and delay the development of our product candidates. Pending their use, we may invest our cash and cash equivalents in a manner that does not
produce income or that loses value.

Our ability to use our net operating loss carry forwards and other tax attributes may be limited.

Our ability to utilize our net operating losses, or NOLs, is currently limited, and may be limited further, under Section 8c of the
Kérperschaftsteuergesetz (the German Corporation Income Tax Act) and Section 10a of the Gewerbesteuergesetz (the German Trade Tax Act). These
limitations apply if a qualified ownership change, as defined by Section 8c of the Kérperschdftsteuergesetz, occurs and no exemption is applicable. Generally,
a qualified ownership change occurs if more than 25% of the share capital or the voting rights are directly or indirectly transferred to a shareholder or a group
of shareholders within a period of five years. A qualified ownership change may also occur in case of an increase in capital leading to a respective change in
the shareholding. In the case of such a qualified ownership change tax loss carry forwards, consisting of the NOLs in the same percentage as the ownership
change, cannot be utilized. If the percentage of the ownership change exceeds 50%, tax loss carry forwards expire in full. To the extent that the tax loss carry
forwards do not exceed hidden reserves taxable in Germany, they may be further utilized despite a qualified ownership change. Furthermore, Section 8c of the
Kérperschaftssteuergesetz is not applicable to a company provided that such company continues only those operations which are causing the loss (Section 8d
Kérperschaftsteuergesetz).

S-25



Table of Contents

As of September 30, 2016, we had estimated NOL carry forwards for German tax purposes of €108 million. Future changes in share ownership may
also trigger an ownership change and, consequently, a Section 8c Korperschaftsteuergesetz or a Section 10a Gewerbesteuergesetz limitation. Any limitation
may result in the expiration of a portion or the complete tax operating loss carry forwards before they can be utilized. As a result, if we earn net taxable
income, our ability to use our pre-change NOL carry forwards to reduce German income tax may be subject to limitations, which could potentially result in
increased future cash tax liability to us.

There have been several changes to Dutch tax law since the filing of our Annual Report for the fiscal year ended December 31, 2015.

There have been several changes to Dutch tax law which have entered into effect as of 1 January 2017, which could be of relevance to a Shareholder
(as defined in our Annual Report on Form 20-F for the fiscal year ended December 31, 2015, or our 2015 20-F, incorporated by reference herein). The
changes that may have a material effect on a Shareholder include that:

an individual resident or deemed to be resident in the Netherlands for Dutch tax purposes (a “Dutch Individual”) who owns Shares (as defined in
our 2015 20-F), excluding Dutch Enterprise Shares (as defined in our 2015 20-F) and Dutch Substantial Interest Shares (as defined in our 2015
20-F), will be taxed under the regime for savings and investments (inkomen uit sparen en beleggen). Irrespective of the actual income and capital
gains realized, the annual taxable benefit of all the assets and liabilities of a Dutch Individual that are taxed under this regime, including the
Shares, is set at a deemed return based on the fair market value of the assets reduced by the liabilities on 1 January of each year. The deemed
return depends on the aggregate amount of the fair market value of the assets reduced by the liabilities, ranging from 2.87% up to 5.39% (2017).
This deemed return is subject to income tax at a flat rate of 30% (2017). Taxation only occurs if and to the extent the fair market value of the
assets reduced by the liabilities exceeds a threshold (heffingvrij vermogen) of EUR 25,000; and

a Shareholder who is not an individual and has a substantial interest or a fictitious substantial interest in the Company (as defined in our 2015 20-
F), which substantial interest or fictitious substantial interest is not attributable to the assets of an enterprise, and holds such substantial interest,
or such fictitious substantial interest, with the main purpose, or one of the main purposes, of avoiding that another individual or corporate entity is
subject to income or dividend withholding tax and artificial arrangements are used to achieve this, will be subject to Dutch Taxes (as defined in
our 2015 20-F) on income or capital gains with respect to the ownership and disposal or deemed disposal of the Shares.

Risks Related to Our Dependence on Third Parties

Our existing collaborations on research and development candidates are important to our business, and future collaborations may also be important to
us. If we are unable to maintain any of these collaborations, if these collaborations are not successful or if we fail to enter into new strategic
relationships, our business could be adversely affected.

We have entered into collaborations with other companies that we believe have provided us with valuable funding or other resources, including our
former collaboration with Amphivena and our collaborations with The Leukemia & Lymphoma Society, Merck and MD Anderson. In the future, we may
enter into additional collaborations to leverage our technology platforms, fund our research and development programs or to gain access to sales, marketing or
distribution capabilities. Our existing collaborations, and any future collaborations we enter into, may pose a number of risks, including the following:

collaborators may have significant discretion in determining the efforts and resources that they will apply to these collaborations;

collaborators may not perform their obligations as expected;
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. collaborators may not pursue development and commercialization of any product candidates that achieve regulatory approval or may elect not to
continue or renew development or commercialization programs based on clinical trial results, changes in the collaborators’ strategic focus or
available funding, or external factors, such as an acquisition, that divert resources or create competing priorities;

. collaborators may delay clinical trials, provide insufficient funding for a clinical trial program, stop a clinical trial or abandon a product
candidate, repeat or conduct new clinical trials or require a new formulation of a product candidate for clinical testing;

. collaborators could independently develop, or develop with third parties, products that compete directly or indirectly with our products or product
candidates if the collaborators believe that competitive products are more likely to be successfully developed or can be commercialized under
terms that are more economically attractive than ours;

. product candidates discovered in collaboration with us may be viewed by our collaborators as competitive with their own product candidates or
products, which may cause collaborators to cease to devote resources to the commercialization of our product candidates;

. a collaborator with marketing and distribution rights to one or more of our product candidates that achieve regulatory approval may not commit
sufficient resources to the marketing and distribution of such product or products;

. disagreements with collaborators, including disagreements over proprietary rights, contract interpretation or the preferred course of development,
might cause delays or termination of the research, development or commercialization of product candidates, might lead to additional
responsibilities for us with respect to product candidates, or might result in litigation or arbitration, any of which would be time-consuming and
expensive;

. collaborators may not properly maintain or defend our intellectual property rights or may use our proprietary information in such a way as to
invite litigation that could jeopardize or invalidate our intellectual property or proprietary information or expose us to potential litigation;

. collaborators may infringe the intellectual property rights of third parties, which may expose us to litigation and potential liability; and

B collaborations may be terminated for the convenience of the collaborator and, if terminated, we could be required to raise additional capital to
pursue further development or commercialization of the applicable product candidates.

If our collaborations on research and development candidates do not result in the successful development and commercialization of products or if one
of our collaborators terminates its agreement with us, we may not receive any future research funding or milestone or royalty payments under the
collaboration, or proceeds from the sale of shares in our partners. If we do not receive the funding we expect under these agreements, our development of our
technology platforms and product candidates could be delayed and we may need additional resources to develop product candidates and our technology
platforms.

All of the risks relating to product development, regulatory approval and commercialization described in this prospectus supplement also apply to the
activities of our program collaborators. For example, Amphivena had entered into a warrant agreement with Janssen Biotech Inc. that gave Janssen the option
to acquire Amphivena following IND acceptance by the FDA, upon predetermined terms, in exchange for payments under the warrant. Upon effectiveness of
such IND application in July 2016, Janssen decided not to exercise its option to purchase Amphivena, which could be viewed as having negative implications
for our business and prospects. We are supporting the future clinical development of Amphivena’s product candidate with up to €1.5 million in financing,
€1.0 million of which was invested in Amphivena in October 2016.

Additionally, subject to its contractual obligations to us, if one of our collaborators is involved in a business combination, the collaborator might
deemphasize or terminate the development or commercialization of any
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product candidate licensed to it by us. If one of our collaborators terminates its agreement with us, we may find it more difficult to attract new collaborators.

For some of our product candidates, we may in the future determine to collaborate with additional pharmaceutical and biotechnology companies for
development and potential commercialization of therapeutic products. We face significant competition in seeking appropriate collaborators. Our ability to
reach a definitive agreement for a collaboration will depend, among other things, upon our assessment of the collaborator’s resources and expertise, the terms
and conditions of the proposed collaboration and the proposed collaborator’s evaluation of a number of factors. These factors may include the design or
results of clinical trials, the likelihood of approval by the FDA, the European Commission or similar regulatory authorities outside the United States, the
potential market for the subject product candidate, the costs and complexities of manufacturing and delivering such product candidate to patients, the potential
of competing products, the existence of uncertainty with respect to our ownership of technology, which can exist if there is a challenge to such ownership
without regard to the merits of the challenge and industry and market conditions generally. The collaborator may also consider alternative product candidates
or technologies for similar indications that may be available to collaborate on and whether such a collaboration could be more attractive than the one with us
for our product candidate.

Collaborations are complex and time-consuming to negotiate and document. In addition, there have been a significant number of recent business
combinations among large pharmaceutical companies that have resulted in a reduced number of potential future collaborators. If we are unable to reach
agreements with suitable collaborators on a timely basis, on acceptable terms, or at all, we may have to curtail the development of a product candidate, reduce
or delay one or more of our other development programs, delay its potential commercialization or reduce the scope of any sales or marketing activities, or
increase our expenditures and undertake development or commercialization activities at our own expense. If we elect to fund and undertake development or
commercialization activities on our own, we may need to obtain additional expertise and additional capital, which may not be available to us on acceptable
terms or at all. If we fail to enter into collaborations and do not have sufficient funds or expertise to undertake the necessary development and
commercialization activities, we may not be able to further develop our product candidates or bring them to market or continue to develop our technology
platforms and our business may be materially and adversely affected. We may also be restricted under existing collaboration agreements from entering into
future agreements on certain terms with potential collaborators.

Independent clinical investigators and CROs that we engage to conduct our clinical trials may not devote sufficient time or attention to our clinical
trials or be able to repeat their past success.

We expect to continue to depend on independent clinical investigators and CROs to conduct our clinical trials. CROs may also assist us in the
collection and analysis of data. There is a limited number of third-party service providers that specialize or have the expertise required to achieve our business
objectives. Identifying, qualifying and managing performance of third-party service providers can be difficult, time consuming and cause delays in our
development programs. These investigators and CROs will not be our employees and we will not be able to control, other than by contract, the amount of
resources, including time, which they devote to our product candidates and clinical trials. In addition, certain clinical trials in which we are involved and
which are testing our product candidates are sponsored by academic sites, known as Investigator Sponsored Trials, or ISTs. By definition, the financing,
design, and conduct of the study is under the sole responsibility of the respective sponsor. Therefore, we have limited control over these studies and we do not
have control over the timing and reporting of the data from these trials. In addition, we may have limited information about ISTs while they are being
conducted, including the status of trial initiation and patient recruitment, changes to trial design and clinical trial results. Our AFM13 phase 2a in HL is an
IST, and we are planning a clinical study of AFM13 in patients with CD30+ lymphoma that may be conducted as an IST. If independent investigators or
CROs fail to devote sufficient resources to the development of our product candidates, or if their performance is substandard, it may delay or compromise the
completion of trials of our product candidates as well as the prospects for
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approval and commercialization of any product candidates that we develop. In addition, the use of third-party service providers requires us to disclose our
proprietary information to these parties, which could increase the risk that this information will be misappropriated. Further, the FDA and other regulatory
authorities require that we comply with standards, commonly referred to as current Good Clinical Practice, or cGCP, and other local legal requirements, e.g.
data privacy, for conducting, recording and reporting clinical trials to assure that data and reported results are credible and accurate and that the rights,
integrity and confidentiality of trial subjects are protected. Failure of clinical investigators or CROs to meet their obligations to us or comply with cGCP
procedures or other applicable legal requirements could adversely affect the clinical development of our product candidates and harm our business.

We contract with third parties for the manufacture of our product candidates for clinical testing and expect to continue to do so for commercialization.
We also contract with third parties for the manufacture and supply of compounds we are investigating in clinical trials in combination with our
products. This reliance on third parties increases the risk that we will not have sufficient quantities of our product candidates or products, or
compounds of such third parties, or such quantities at an acceptable cost, which could delay, prevent or impair our development or commercialization
efforts.

We anticipate continuing our engagement of contract manufacturing organizations to provide our clinical supply and internal capacity as we advance
our product candidates into and through clinical development. We expect to use third parties for the manufacture of our product candidates for clinical testing,
as well as for commercial manufacture. We plan to eventually enter into long-term supply agreements with several manufacturers for commercial supplies.
We may be unable to reach agreement on satisfactory terms with contract manufacturers to manufacture our product candidates.

Additionally, the facilities to manufacture our product candidates must be the subject of a satisfactory inspection before the FDA, the EMA or other
regulatory authorities approve a BLA or grant a marketing authorization for the product candidate manufactured at that facility. We will depend on these
third-party manufacturing partners for compliance with the FDA’s and the EMA’s requirements for the manufacture of our finished products. If our
manufacturers cannot successfully manufacture material that conforms to our specifications and the FDA, European Commission and other regulatory
authorities” cGMP requirements, our product candidates will not be approved or, if already approved, may be subject to recalls.

Reliance on third-party manufacturers entails risks to which we would not be subject if we manufactured the product candidates ourselves, including:
. the possibility of a breach of the manufacturing agreements by the third parties because of factors beyond our control;

. the possibility of termination or nonrenewal of the agreements by the third parties before we are able to arrange for a qualified replacement third-
party manufacturer; and

. the possibility that we may not be able to secure a manufacturer or manufacturing capacity in a timely manner and on satisfactory terms in order
to meet our manufacturing needs.

Any of these factors could cause the delay of approval or commercialization of our product candidates, cause us to incur higher costs or prevent us
from commercializing our product candidates successfully. Furthermore, if any of our product candidates are approved and contract manufacturers fail to
deliver the required commercial quantities of finished product on a timely basis and at commercially reasonable prices, and we are unable to find one or more
replacement manufacturers capable of production at a substantially equivalent cost, in substantially equivalent volumes and quality and on a timely basis, we
would likely be unable to meet demand for our products and could lose potential revenue. It may take several years to establish an alternative source of supply
for our product candidates and to have any such new source approved by the FDA, the EMA or any other relevant regulatory authorities.
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For our clinical development of AFM13 in combination with the anti-PD-1 CPI Keytruda (pembrolizumab), we entered into an agreement with Merck
pursuant to which Merck is providing us with pembrolizumab to conduct a phase 1b clinical combination trial in relapsed/refractory HL. We are dependent on
Merck for this supply of pembrolizumab. In addition, if we wish to pursue further development of AFM13 in combination with pembrolizumab or any other
CPI, we will need to reach an agreement with Merck or another manufacturer for such supply of pembrolizumab or another CPI, respectively. If we do not
have an adequate supply and/or cannot reach an agreement with the applicable manufacturer, we may not be able to develop AFM13 in such a combination.
Any future supply agreement with a manufacturer for combination trials with AFM13 could influence on our clinical development strategy or our intellectual
property or our economic rights, and therefore might impact the content we can derive from such clinical development.

Risks Related to Our Intellectual Property
If we are unable to obtain and enforce patent protection for our product candidates and related technology, our business could be materially harmed.

Issued patents may be challenged, narrowed, invalidated or circumvented. In addition, court decisions may introduce uncertainty in the enforceability
or scope of patents owned by biotechnology companies. The legal systems of certain countries do not favor the aggressive enforcement of patents, and the
laws of non-U.S. countries may not allow us to protect our inventions with patents to the same extent as the laws of the United States and Europe. Because
patent applications in the United States, Europe and many other non-U.S. jurisdictions are typically not published until 18 months after filing, or in some
cases not at all, and because publications of discoveries in scientific literature lag behind actual discoveries, we cannot be certain that we were the first to
make the inventions claimed in our issued patents or pending patent applications, or that we were the first to file for protection of the inventions set forth in
our patents or patent applications. As a result, we may not be able to obtain or maintain protection for certain inventions. Therefore, the enforceability and
scope of our patents in the United States, Europe and in other non-U.S. countries cannot be predicted with certainty and, as a result, any patents that we own
or license may not provide sufficient protection against competitors. We may not be able to obtain or maintain patent protection from our pending patent
applications, from those we may file in the future, or from those we may license from third parties. Moreover, even if we are able to obtain patent protection,
such patent protection may be of insufficient scope to achieve our business objectives.

We own and/or control our AFM13 patent portfolio, which includes three patent families. Our first patent family is issued and relates to the engineered
antibody format, which is called TandAb, and the methods of making or using such bispecific, tetravalent domain antibodies. This patent family will expire in
2019. The second patent family on AFM13 consists of European patents relating to the use of the specific target combination for the treatment of cancer using
a bispecific molecule and will expire in 2020. Our third patent family relates to the mode of action of AFM13, the recruitment of immune effector cells via a
specific receptor. This patent will expire in 2026. We also own and/or control our AFM11 patent portfolio, which includes issued patents and pending patent
applications. As in the case of AFM13, our issued patent relates to the engineered antibody format and will expire in 2019. The pending patent application
family claims a new TandAb structure which was specifically used in AFM11 and issued patents will expire in 2030.

Our strategy depends on our ability to identify and seek patent protection for our discoveries. This process is expensive and time consuming, and we
may not be able to file and prosecute all necessary or desirable patent applications at a reasonable cost or in a timely manner or in all jurisdictions where
protection may be commercially advantageous, or we may financially not be able to protect our proprietary rights at all. Despite our efforts to protect our
proprietary rights, unauthorized parties may be able to obtain and use information that we regard as proprietary. The issuance of a patent does not ensure that
it is valid or enforceable, so even if we obtain patents, they may not be valid or enforceable against third parties. In addition, the issuance of a patent does not
give us the right to practice the patented invention. Third parties may have blocking patents that could prevent us from marketing our own patented product
and practicing our own patented technology. Third parties may also
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seek to market biosimilar versions of any approved products. Alternatively, third parties may seek approval to market their own products similar to or
otherwise competitive with our products. In these circumstances, we may need to defend and/or assert our patents, including by filing lawsuits alleging patent
infringement. In any of these types of proceedings, a court or agency with jurisdiction may find our patents invalid and/or unenforceable. Even if we have
valid and enforceable patents, these patents still may not provide protection against competing products or processes sufficient to achieve our business
objectives.

The patent position of pharmaceutical or biotechnology companies, including ours, is generally uncertain and involves complex legal and factual
considerations for which legal principles remain unsolved. The standards which the United States Patent and Trademark Office, or USPTO, and its non-U.S.
counterparts use to grant patents are not always applied predictably or uniformly and can change. There is also no uniform, worldwide policy regarding the
subject matter and scope of claims granted or allowable in pharmaceutical or biotechnology patents. The laws of some non-U.S. countries do not protect
proprietary information to the same extent as the laws of the United States, and many companies have encountered significant problems and costs in
protecting their proprietary information in these non-U.S. countries. Outside the United States, patent protection must be sought in individual jurisdictions,
further adding to the cost and uncertainty of obtaining adequate patent protection outside of the United States. Accordingly, we cannot predict whether
additional patents protecting our technology will issue in the United States or in non-U.S. jurisdictions, or whether any patents that do issue will have claims
of adequate scope to provide competitive advantage. Moreover, we cannot predict whether third parties will be able to successfully obtain claims or the
breadth of such claims. The allowance of broader claims may increase the incidence and cost of patent interference proceedings, opposition proceedings,
and/or reexamination proceedings, the risk of infringement litigation, and the vulnerability of the claims to challenge. On the other hand, the allowance of
narrower claims does not eliminate the potential for adversarial proceedings, and may fail to provide a competitive advantage. Our issued patents may not
contain claims sufficiently broad to protect us against third parties with similar technologies or products, or provide us with any competitive advantage.

We may become involved in lawsuits to protect or enforce our patents, which could be expensive, time consuming and unsuccessful.

Even after they have issued, our patents and any patents which we license may be challenged, narrowed, invalidated or circumvented. If our patents are
invalidated or otherwise limited or will expire prior to the commercialization of our product candidates, other companies may be better able to develop
products that compete with ours, which could adversely affect our competitive business position, business prospects and financial condition.

The following are examples of litigation and other adversarial proceedings or disputes that we could become a party to involving our patents or patents
licensed to us:

. we or our collaborators may initiate litigation or other proceedings against third parties to enforce our patent rights;

. third parties may initiate litigation or other proceedings seeking to invalidate patents owned by or licensed to us or to obtain a declaratory
judgment that their product or technology does not infringe our patents or patents licensed to us;

. third parties may initiate opposition or reexamination proceedings challenging the validity or scope of our patent rights, requiring us or our
collaborators and/or licensors to participate in such proceedings to defend the validity and scope of our patents;

. there may be a challenge or dispute regarding inventorship or ownership of patents currently identified as being owned by or licensed to us;

. the U.S. Patent and Trademark Office may initiate an interference between patents or patent applications owned by or licensed to us and those of
our competitors, requiring us or our collaborators
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and/or licensors to participate in an interference proceeding to determine the priority of invention, which could jeopardize our patent rights; or

. third parties may seek approval to market biosimilar versions of our future approved products prior to expiration of relevant patents owned by or
licensed to us, requiring us to defend our patents, including by filing lawsuits alleging patent infringement.

These lawsuits and proceedings would be costly and could affect our results of operations and divert the attention of our managerial and scientific
personnel. There is a risk that a court or administrative body would decide that our patents are invalid or not infringed by a third party’s activities, or that the
scope of certain issued claims must be further limited. An adverse outcome in a litigation or proceeding involving our own patents could limit our ability to
assert our patents against these or other competitors, affect our ability to receive royalties or other licensing consideration from our licensees, and may curtail
or preclude our ability to exclude third parties from making, using and selling similar or competitive products. Any of these occurrences could adversely
affect our competitive business position, business prospects and financial condition.

The degree of future protection for our proprietary rights is uncertain because legal means afford only limited protection and may not adequately
protect our rights or permit us to gain or keep our competitive advantage. For example:

. others may be able to develop a platform that is similar to, or better than, ours in a way that is not covered by the claims of our patents;
. others may be able to make compounds that are similar to our product candidates but that are not covered by the claims of our patents;

. we might not have been the first to make the inventions covered by patents or pending patent applications;

. we might not have been the first to file patent applications for these inventions;

. any patents that we obtain may not provide us with any competitive advantages or may ultimately be found invalid or unenforceable; or
. we may not develop additional proprietary technologies that are patentable.

Our commercial success depends significantly on our ability to operate without infringing the patents and other proprietary rights of third parties.

Our success will depend in part on our ability to operate without infringing the proprietary rights of third parties. Other entities may have or obtain
patents or proprietary rights that could limit our ability to make, use, sell, offer for sale or import our future approved products or impair our competitive
position.

Patents could be issued to third parties that we may ultimately be found to infringe. Third parties may have or obtain valid and enforceable patents or
proprietary rights that could block us from developing product candidates using our technology. Our failure to obtain a license to any technology that we
require may materially harm our business, financial condition and results of operations. Moreover, our failure to maintain a license to any technology that we
require may also materially harm our business, financial condition, and results of operations. Furthermore, we would be exposed to a threat of litigation.

In the pharmaceutical industry, significant litigation and other proceedings regarding patents, patent applications, trademarks and other intellectual
property rights have become commonplace. The types of situations in which we may become a party to such litigation or proceedings include:

. we or our collaborators may initiate litigation or other proceedings against third parties seeking to invalidate the patents held by those third
parties or to obtain a judgment that our products or processes do not infringe those third parties’ patents;
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. if our competitors file patent applications that claim technology also claimed by us or our licensors, we or our licensors may be required to
participate in interference or opposition proceedings to determine the priority of invention, which could jeopardize our patent rights and
potentially provide a third party with a dominant patent position;

. if third parties initiate litigation claiming that our processes or products infringe their patent or other intellectual property rights, we and our
collaborators will need to defend against such proceedings; and

. if a license to necessary technology is terminated, the licensor may initiate litigation claiming that our processes or products infringe or
misappropriate their patent or other intellectual property rights and/or that we breached our obligations under the license agreement, and we and
our collaborators would need to defend against such proceedings.

These lawsuits would be costly and could affect our results of operations and divert the attention of our management and scientific personnel. There is a
risk that a court would decide that we or our collaborators are infringing the third party’s patents and would order us or our collaborators to stop the activities
covered by the patents. In that event, we or our collaborators may not have a viable alternative to the technology protected by the patent and may need to halt
work on the affected product candidate or cease commercialization of an approved product. In addition, there is a risk that a court will order us or our
collaborators to pay the other party damages. An adverse outcome in any litigation or other proceeding could subject us to significant liabilities to third parties
and require us to cease using the technology that is at issue or to license the technology from third parties. We may not be able to obtain any required licenses
on commercially acceptable terms or at all. Any of these outcomes could have a material adverse effect on our business.

The pharmaceutical and biotechnology industries have produced a significant number of patents, and it may not always be clear to industry participants,
including us, which patents cover various types of products or methods of use. The coverage of patents is subject to interpretation by the courts, and the
interpretation is not always uniform or predictable. If we are sued for patent infringement, we would need to demonstrate that our products or methods either
do not infringe the patent claims of the relevant patent or that the patent claims are invalid, and we may not be able to do this. Proving invalidity is difficult.
For example, in the United States, proving invalidity requires a showing of clear and convincing evidence to overcome the presumption of validity enjoyed by
issued patents. Even if we are successful in these proceedings, we may incur substantial costs and divert management’s time and attention in pursuing these
proceedings, which could have a material adverse effect on us. If we are unable to avoid infringing the patent rights of others, we may be required to seek a
license, defend an infringement action or challenge the validity of the patents in court. Patent litigation is costly and time consuming. We may not have
sufficient resources to bring these actions to a successful conclusion. In addition, if we do not obtain a license, develop or obtain non-infringing technology,
fail to defend an infringement action successfully or have infringed patents declared invalid, we may incur substantial monetary damages, encounter
significant delays in bringing our product candidates to market and be precluded from manufacturing or selling our product candidates.

The cost of any patent litigation or other proceeding, even if resolved in our favor, could be substantial. Some of our competitors may be able to sustain
the cost of such litigation and proceedings more effectively than we can because of their substantially greater resources. Uncertainties resulting from the
initiation and continuation of patent litigation or other proceedings could have a material adverse effect on our ability to compete in the marketplace. Patent
litigation and other proceedings may also absorb significant management time.

If our trademarks and trade names are not adequately protected, then we may not be able to build name recognition in our markets of interest and our
business may be adversely affected.

Our registered or unregistered trademarks or trade names may be challenged, infringed, circumvented or declared generic or determined to be
infringing on other marks. We may not be able to protect our rights to these
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trademarks and trade names, which we need to build name recognition by potential partners or customers in our markets of interest. Over the long term, if we
are unable to establish name recognition based on our trademarks and trade names, then we may not be able to compete effectively and our business may be
adversely affected.

The patent protection and patent prosecution for some of our product candidates is dependent on third parties.

While we normally seek to obtain the right to control prosecution, maintenance and enforcement of the patents relating to our product candidates, there
may be times when the filing and prosecution activities for patents relating to our product candidates are controlled by our licensors. This is the case under the
terms of our license agreements with DKFZ and XOMA, where DKFZ and XOMA are entirely responsible for the prosecution, protection and maintenance
of the licensed patents and patent applications. Neither DKFZ nor XOMA has any obligation to provide us any information with respect to such prosecution
and we will not have access to any patent prosecution or maintenance information that is not publicly available. Although we monitor DKFZ’s and XOMA’s
ongoing prosecution and maintenance of the licensed patents, if DKFZ, XOMA or any of our future licensing partners fail to prosecute, maintain and enforce
such patents and patent applications in a manner consistent with the best interests of our business, including by payment of all applicable fees for patents
covering AFM13, AFM11 or any of our product candidates, we could lose our rights to the intellectual property or our exclusivity with respect to those rights,
our ability to develop and commercialize those product candidates may be adversely affected and we may not be able to prevent competitors from making,
using, and selling competing products.

Our business may be adversely affected if we are unable to gain access to relevant intellectual property rights of third parties, or if our licensing
partners terminate our rights in certain technologies that are licensed or sublicensed to us.

We currently rely, and may in the future rely, on certain intellectual property rights licensed from third parties in order to be able to use various
proprietary technologies that are material to our business. For example, our TandAb technology was developed under certain patents licensed exclusively to
us by DKFZ under a 2001 license agreement which was subsequently amended in 2006. Additionally, an antibody generated in the development of our
TandAb candidates was developed using antibody phage display technologies licensed to us by XOMA. In each of these cases, the licensor retains their full
ownership interest with respect to the licensed patent rights, and our rights to use the technologies associated with those patents and to employ the inventions
claimed in the licensed patent rights are subject to the continuation of and our compliance with the terms of those licenses.

In some cases, we do not control the prosecution, maintenance or filing of the patents to which we hold licenses, and the enforcement of our licensed
patents or defense of any claims asserting the invalidity of these patents is subject to the control or cooperation of our licensors. For example, DKFZ retains
responsibility for the prosecution and maintenance of its patent rights licensed under the terms of its agreement with us, and XOMA retains the right, at its
sole discretion, to enforce, maintain and otherwise protect its patent rights licensed to us pursuant to our 2006 license agreement with XOMA. We cannot be
certain that our licensors will prosecute, maintain, enforce and defend the licensed patent rights in a manner consistent with the best interests of our business.
We also cannot be certain that drafting or prosecution of the licensed patents by our licensors have been conducted in compliance with applicable laws and
regulations and will result in valid and enforceable patents and other intellectual property rights.

We are a party to a number of agreements, including license agreements, through which we have gained rights to certain intellectual property that relate
to our business and we expect to enter into additional such agreements in the future. Our existing agreements impose, and we expect that future agreements
will impose, various diligence, commercialization, milestone payment, royalty, and other obligations on us. Certain of our licenses, including each of our
licenses with DKFZ and XOMA, contain provisions that allow the licensor to
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terminate the license upon the occurrence of specific events or conditions. For example, our rights under each of the licenses described above are subject to
our continued compliance with the terms of the licenses, certain diligence and development obligations, the payment of royalties, milestone payments and
other fees, and certain disclosure and confidentiality obligations. If we are found to be in breach of any of our license agreements, in certain circumstances
our licensors may take action against us, including by terminating the applicable license. Because of the complexity of our product candidates and the patents
we have licensed, determining the scope of the licenses and related obligations may be difficult and could lead to disputes between us and the licensor. An
unfavorable resolution of such a dispute could lead to an increase in the royalties payable pursuant to the license or a termination of the license. If any of our
licensors were to terminate our license agreement with them, we may be prevented from the continued use of certain technologies, including our rights to the
TandAb, Flexibody and antibody phage display technologies, in clinical trials or, if our products are approved for marketing, from using such technologies in
the manufacturing of products that could be sold commercially. This could delay or prevent us from offering our product candidates. We might not have the
necessary rights or the financial resources to develop, manufacture or market our current or future product candidates without the rights granted under these
licenses, and the loss of sales or potential sales in such product candidates could have a material adverse effect on our business, financial condition, results of
operations and prospects.

Under certain of our agreements, our licensors have the right to convert an exclusive license to a non-exclusive license upon the expiration of the initial
exclusivity period or upon the occurrence of certain events. Such a conversion would potentially allow third parties to practice the technologies licensed under
the agreement, and could materially adversely affect the value of the product candidate we are developing under the agreement.

In addition to the above risks, certain of our intellectual property rights are sublicenses under intellectual property owned by third parties. The actions
of our licensors may therefore affect our rights to use our sublicensed intellectual property, even if we are in compliance with all of the obligations under our
license agreements.

We may not be successful in obtaining or maintaining necessary rights to our product candidates through acquisitions and in-licenses.

We currently have rights to the intellectual property, through licenses from third parties and under patents that we own, to develop our product
candidates. Because our programs may require the use of proprietary rights held by third parties, the growth of our business will likely depend in part on our
ability to acquire, in-license, maintain or use these proprietary rights. In addition, our product candidates may require specific formulations to work
effectively and efficiently and the rights to these formulations may be held by others. We may be unable to acquire or in-license any compositions, methods of
use, processes, or other third-party intellectual property rights from third parties that we identify as necessary for our product candidates. The licensing and
acquisition of third-party intellectual property rights is a competitive area, and a number of more established companies are also pursuing strategies to license
or acquire third-party intellectual property rights that we may consider attractive. These established companies may have a competitive advantage over us due
to their size, cash resources, and greater clinical development and commercialization capabilities.

For example, we sometimes collaborate with U.S. and non-U.S. academic institutions to accelerate our preclinical research or development under
written agreements with these institutions. Typically, these institutions provide us with an option to negotiate a license to any of the institution’s rights in
technology resulting from the collaboration. Regardless of such option, we may be unable to negotiate a license within the specified timeframe or under terms
that are acceptable to us. If we are unable to do so, the institution may offer the intellectual property rights to other parties, potentially blocking our ability to
pursue our applicable product candidate or program.

In addition, companies that perceive us to be a competitor may be unwilling to assign or license rights to us. We also may be unable to license or
acquire third-party intellectual property rights on terms that would allow us

S-35



Table of Contents

to make an appropriate return on our investment. If we are unable to successfully obtain a license to third-party intellectual property rights necessary for the
development of a product candidate or program, we may have to abandon development of that product candidate or program and our business and financial
condition could suffer.

If we are unable to protect the confidentiality of our proprietary information, the value of our technology and products could be adversely affected.

In addition to patent protection, we also rely on other proprietary rights, including protection of trade secrets, and other proprietary information. To
maintain the confidentiality of trade secrets and proprietary information, we enter into confidentiality agreements with our employees, to the extent a
confidentiality obligation is not covered by their employment agreements, consultants, collaborators and others upon the commencement of their relationships
with us. These agreements require that all confidential information developed by the individual or made known to the individual by us during the course of
the individual’s relationship with us be kept confidential and not disclosed to third parties and the public domain, so that it cannot be used for patent
protection anymore, either by local law or if not applicable pursuant to specific agreements with employees and our personnel policies it is intended that any
inventions conceived by the individual in the course of rendering services to us shall be our exclusive property. However, we may not obtain these agreements
in all circumstances, and individuals with whom we have these agreements or may not comply with their terms or with local law. Thus, despite such legal
provisions or agreement, such inventions may become assigned to third parties. In the event of unauthorized use or disclosure of our trade secrets or
proprietary information, these legal provisions or agreements, even if obtained, may not provide meaningful protection, particularly for our trade secrets or
other confidential information. To the extent that our employees, consultants or contractors use technology or know-how owned by third parties in their work
for us, disputes may arise between us and those third parties as to the rights in related inventions. To the extent that an individual who is not an employee of
us and thus not obligated to assign rights in intellectual property to us is rightfully an inventor of intellectual property, we may need to obtain an assignment
or a license to that intellectual property from that individual, or a third party or from that individual’s assignee. Such assignment or license may not be
available on commercially reasonable terms or at all.

Adequate remedies may not exist in the event of unauthorized use or disclosure of our proprietary information. The disclosure of our trade secrets
would impair our competitive position and may materially harm our business, financial condition and results of operations. Costly and time consuming
litigation could be necessary to enforce and determine the scope of our proprietary rights, and failure to maintain trade secret protection could adversely affect
our competitive business position. In addition, others may independently discover or develop our trade secrets and proprietary information, and the existence
of our own trade secrets affords no protection against such independent discovery.

As is common in the biotechnology and pharmaceutical industries, we employ individuals who were previously or concurrently employed at research
institutions and/or other biotechnology or pharmaceutical companies, including our competitors or potential competitors. We may be subject to claims that
these employees, or we, have inadvertently or otherwise used or disclosed trade secrets or other proprietary information of their former employers, or that
patents and applications we have filed to protect inventions of these employees, even those related to one or more of our product candidates, are rightfully
owned by their former or concurrent employer. Litigation may be necessary to defend against these claims. Even if we are successful in defending against
these claims, litigation could result in substantial costs and be a distraction to management.

Obtaining and maintaining our patent protection depends on compliance with various procedural, documentary, fee payment and other requirements
imposed by governmental patent agencies, and our patent protection could be reduced or eliminated for non-compliance with these requirements.

Periodic maintenance fees, renewal fees, annuity fees and various other governmental fees on patents and/or applications will be due to the USPTO and
various non-U.S. patent offices at various points over the lifetime of
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our patents and/or applications. We have systems in place to remind us to pay these fees, and we rely on our outside counsel to pay these fees when due.
Additionally, the USPTO and various non-U.S. patent offices require compliance with a number of procedural, documentary, fee payment and other similar
provisions during the patent application process. We employ reputable law firms and other professionals to help us comply, and in many cases, an inadvertent
lapse can be cured by payment of a late fee or by other means in accordance with rules applicable to the particular jurisdiction. However, there are situations
in which noncompliance can result in abandonment or lapse of the patent or patent application, resulting in partial or complete loss of patent rights in the
relevant jurisdiction. If such an event were to occur, it could have a material adverse effect on our business. In addition, we are responsible for the payment of
patent fees for patent rights that we have licensed from other parties. If any licensor of these patents does not itself elect to make these payments, and we fail
to do so, we may be liable to the licensor for any costs and consequences of any resulting loss of patent rights.

We may not be able to protect our intellectual property rights throughout the world.

Filing, prosecuting, and defending patents on product candidates in all countries throughout the world would be prohibitively expensive, and our
intellectual property rights in some countries outside the United States can be less extensive than those in the United States and Europe. In addition, the laws
of some countries outside the United States and Europe, such as China, do not protect intellectual property rights to the same extent as federal and state laws
in the United States and laws in Europe. Consequently, we may not be able to prevent third parties from practicing our inventions in all countries outside the
United States and Europe, or from selling or importing products made using our inventions in and into the United States, Europe or other jurisdictions. As
part of ordinary course prosecution and maintenance activities, we determine whether and in which countries to seek patent protection outside the United
States and Europe. This also applies to patents we have acquired or in-licensed from third parties. In some cases this means that we, or our predecessors in
interest or licensors of patents within our portfolio, have sought patent protection in a limited number of countries for patents covering our product candidates.
Competitors may use our technologies in jurisdictions where we have not obtained or are unable to adequately enforce patent protection to develop their own
products and further, may export otherwise infringing products to territories where we have patent protection, but enforcement is not as strong as that in the
United States and Europe. These products may compete with our products and our patents or other intellectual property rights may not be effective or
sufficient to prevent them from competing.

Many companies have encountered significant problems in protecting and defending intellectual property rights in jurisdictions outside the United
States and Europe. The legal systems of certain countries, particularly certain developing countries, do not favor the enforcement of patents, trade secrets, and
other intellectual property protection, particularly those relating to biotechnology products, which could make it difficult for us to stop the infringement of our
patents, the reproduction of our manufacturing or other know-how or marketing of competing products in violation of our proprietary rights generally.
Proceedings to enforce our patent rights in jurisdictions outside the United States and Europe, whether or not successful, could result in substantial costs and
divert our efforts and attention from other aspects of our business, could put our patents at risk of being invalidated or interpreted narrowly and our patent
applications at risk of not issuing and could provoke third parties to assert claims against us. We may not prevail in any lawsuits that we initiate and the
damages or other remedies awarded, if any, may not be commercially meaningful. Accordingly, our efforts to enforce our intellectual property rights around
the world may be inadequate to obtain a significant commercial advantage from the intellectual property that we develop or license.

Certain of our employees and patents are subject to German law.

Approximately 51 of our personnel, including our managing directors and most of our employees working in research and development, work in
Germany and are subject to German employment law. Ideas, developments, discoveries and inventions made by such employees are subject to the provisions
of the German Act on Employees’ Inventions (Arbeitnehmererfindungsgesetz), which regulates the ownership of, and compensation for, inventions made by
employees. We face the risk that disputes may occur between us and our
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employees or ex-employees pertaining to the sufficiency of compensation paid by us, allocation of rights to inventions under this act or alleged non-adherence
to the provisions of this act, any of which may be costly to resolve and take up our management’s time and efforts whether we prevail or fail in such dispute.

If we do not obtain protection under the Hatch-Waxman Amendments and similar non-U.S. legislation for extending the term of patents covering each
of our product candidates, our business may be materially harmed.

Depending upon the timing, duration and conditions of FDA marketing approval of our product candidates, one or more of our U.S. patents may be
eligible for limited patent term extension under the Drug Price Competition and Patent Term Restoration Act of 1984, referred to as the Hatch-Waxman
Amendments and similar legislation in the EU. The Hatch-Waxman Amendments permit a patent term extension of up to five years for a patent covering an
approved product as compensation for effective patent term lost during product development and the FDA regulatory review process. However, we may not
receive an extension if we fail to apply within applicable deadlines, fail to apply prior to expiration of relevant patents or otherwise fail to satisfy applicable
requirements. Moreover, the length of the extension could be less than we request. If we are unable to obtain patent term extension or the term of any such
extension is less than we request, the period during which we can enforce our patent rights for that product will be shortened and our competitors may obtain
approval to market competing products sooner. As a result, our revenue from applicable products could be reduced, possibly materially.

Our information technology systems could face serious disruptions that could adversely affect our business.

Our information technology and other internal infrastructure systems, including corporate firewalls, servers, leased lines and connection to the Internet,
face the risk of systemic failure that could disrupt our operations. A significant disruption in the availability of our information technology and other internal
infrastructure systems could cause interruptions in our collaborations with our partners and delays in our research and development work.

Risks Related to Legal Compliance Matters

Because we and our suppliers are subject to environmental, health and safety laws and regulations, we may become exposed to liability and substantial
expenses in connection with environmental compliance or remediation activities which may adversely affect our business and financial condition.

Our operations, including our research, development, testing and manufacturing activities, are subject to numerous environmental, health and safety
laws and regulations. These laws and regulations govern, among other things, the controlled use, handling, release and disposal of, and the maintenance of a
registry for, hazardous materials and biological materials, such as chemical solvents, human cells, carcinogenic compounds, mutagenic compounds and
compounds that have a toxic effect on reproduction, laboratory procedures and exposure to blood-borne pathogens. If we fail to comply with such laws and
regulations, we could be subject to fines or other sanctions.

As with other companies engaged in activities similar to ours, we face a risk of environmental liability inherent in our current and historical activities,
including liability relating to releases of or exposure to hazardous or biological materials. Environmental, health and safety laws and regulations are becoming
more stringent. We may be required to incur substantial expenses in connection with future environmental compliance or remediation activities, in which
case, our production and development efforts may be interrupted or delayed and our financial condition and results of operations may be materially adversely
affected.

The third parties with whom we contract to manufacture our product candidates are also subject to these and other environmental, health and safety
laws and regulations. Liabilities they incur pursuant to these laws and
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regulations could result in significant costs or in certain circumstances, an interruption in operations, any of which could adversely impact our business and
financial condition if we are unable to find an alternate supplier in a timely manner.

Our employees may engage in misconduct or other improper activities, including noncompliance with requlatory standards and requirements and
insider trading.

We are exposed to the risk of employee fraud or other misconduct. Misconduct by employees could include intentional failures to comply with FDA or
EMA regulations, to provide accurate information to the FDA or the EMA or intentional failures to report financial information or data accurately or to
disclose unauthorized activities to us. Employee misconduct could also involve the improper use of information obtained in the course of clinical trials, which
could result in regulatory sanctions and serious harm to our reputation. We have adopted a code of conduct, but it is not always possible to identify and deter
employee misconduct, and the precautions we take to detect and prevent this activity may not be effective in controlling unknown or unmanaged risks or
losses or in protecting us from governmental investigations or other actions or lawsuits stemming from a failure to comply with these laws or regulations. If
any such actions are instituted against us, and we are not successful in defending ourselves or asserting our rights, those actions could have a significant
impact on our business, including the imposition of significant fines or other sanctions.

Risks Relating to Employee Matters and Managing Growth
Our future success depends on our ability to retain key executives and to attract, retain and motivate qualified personnel.

We are highly dependent on the research and development, clinical and business development expertise of our managing directors and other key
employees. We have entered into multi-year executive agreements with our managing directors. If any of our managing directors or other key employees
becomes unavailable to perform services for us, we may not be able to find a qualified replacement in a timely fashion, which could impede the achievement
of our research, development and commercialization objectives and seriously harm our ability to successfully implement our business strategy. In particular,
our Chief Medical Officer, Dr. Jens-Peter Marschner, stepped down as CMO in the second quarter of 2016. Dr. Anne Kerber, our Vice President Medical has
assumed the responsibility of leading the clinical team on an interim basis. We currently have not hired a replacement Chief Medical Officer. Our search
process to identify a candidate for a permanent CMO continues, but there are no assurances concerning the timing or outcome of our search for a new
permanent Chief Medical Officer. The contracts with two of the three other managing directors, Dr. Hoess and Dr. Fischer, run until the end of the general
meeting in 2017. The supervisory board has informed the executives that it will propose that the General Assembly reappoint each of these executives as
managing directors of Affimed N.V,, and that it intends to prolong their contracts for an undefined period. The contract with Dr. Windisch runs until the end
of the general meeting in 2019. We do not maintain any key man insurance for our managing directors at this time.

Recruiting and retaining qualified scientific, clinical, manufacturing and sales and marketing personnel will also be critical to our success. In addition,
we will need to expand and effectively manage our managerial, operational, financial, development and other resources in order to successfully pursue our
research, development and commercialization efforts for our existing and future product candidates. Furthermore, replacing managing directors and key
employees may be difficult and may take an extended period of time because of the limited number of individuals in our industry with the breadth of skills
and experience required to successfully develop, gain regulatory approval of and commercialize products. Competition to hire from this limited pool is
intense, and we may be unable to hire, train, retain or motivate these key personnel on acceptable terms given the competition among numerous
pharmaceutical and biotechnology companies for similar personnel. We also experience competition for the hiring of scientific and clinical personnel from
universities and research institutions. In addition, we rely on consultants and advisors, including scientific and clinical advisors, to assist us in formulating our
research and development and commercialization strategy. Our consultants and advisors
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may be employed by employers other than us and may have commitments under consulting or advisory contracts with other entities that may limit their
availability to us. If we are unable to continue to attract and retain high quality personnel, our ability to pursue our growth strategy will be limited.

We will need to grow our organization, specifically to expand our development, and regulatory capabilities, and we may experience difficulties in
managing this growth, which could disrupt our operations.

We have 80 personnel (71 full time equivalents), including those of our subsidiaries. As our development and commercialization plans and strategies
develop, we expect to expand our employee base on an as-needed basis. Future growth would impose significant added responsibilities on members of
management, including the need to identify, recruit, maintain, motivate and integrate additional employees. Also, our management may need to divert a
disproportionate amount of their attention away from our day-to-day activities and devote a substantial amount of time to managing these growth activities.
We may not be able to effectively manage the expansion of our operations which may result in weaknesses in our infrastructure, give rise to operational
errors, loss of business opportunities, loss of employees and reduced productivity among remaining employees. Our expected growth could require significant
capital expenditures and may divert financial resources from other projects, such as the development of existing and additional product candidates. If our
management is unable to effectively manage our expected growth, our expenses may increase more than expected, our ability to generate and/or grow revenue
could be reduced and we may not be able to implement our business strategy. Our future financial performance and our ability to commercialize our product
candidates and compete effectively with others in our industry will depend, in part, on our ability to effectively manage any future growth.

Risks Related to Our Common Shares and this Offering
Our share price has been and may in the future be volatile, which could cause holders of our common shares to incur substantial losses.

You should consider an investment in our common shares as risky and invest only if you can withstand a significant loss and wide fluctuations in the
market value of your investment. You may be unable to sell your common shares at or above the public offering price due to fluctuations in the market price
of our common shares arising from changes in our operating performance or prospects. Our share price has been and in the future may be subject to
substantial price volatility. In addition, the stock market has recently experienced significant volatility, particularly with respect to pharmaceutical,
biotechnology and other life sciences company stocks. The volatility of pharmaceutical, biotechnology and other life sciences company stocks often does not
relate to the operating performance of the companies represented by the stock. Some of the factors that may cause the market price of our common shares to
fluctuate or decrease below the price paid in this offering include:

. results and timing of our clinical trials and clinical trials of our competitors’ products;

. failure or discontinuation of any of our development programs;

. issues in manufacturing our product candidates or future approved products;

. regulatory developments or enforcement in the United States and non-U.S. countries with respect to our product candidates or our competitors’
products;

. failure to achieve pricing and/or reimbursement;

. competition from existing products or new products that may emerge;

. developments or disputes concerning patents or other proprietary rights;

. introduction of technological innovations or new commercial products by us or our competitors;

. announcements by us, our collaborators or our competitors of significant acquisitions, strategic partnerships, joint ventures, collaborations or

capital commitments;
. changes in estimates or recommendations by securities analysts, if any cover our common shares;
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. fluctuations in the valuation of companies perceived by investors to be comparable to us;

. public concern over our product candidates or any future approved products;

. litigation;

. future sales of our common shares;

. share price and volume fluctuations attributable to inconsistent trading volume levels of our shares;

. additions or departures of key personnel;

. changes in the structure of health care payment systems in the United States or overseas;

. failure of any of our product candidates, if approved, to achieve commercial success;

. economic and other external factors or other disasters or crises;

. period-to-period fluctuations in our financial condition and results of operations, including the timing of receipt of any milestone or other

payments under commercialization or licensing agreements;
. general market conditions and market conditions for biopharmaceutical stocks; and

. overall fluctuations in U.S. equity markets.

In addition, in the past, when the market price of a stock has been volatile, holders of that stock have instituted securities class action litigation against
the company that issued the stock. If any of our shareholders brought a lawsuit against us, we could incur substantial costs defending the lawsuit and divert
the time and attention of our management, which could seriously harm our business.

Certain of our shareholders own a majority of our common shares and as a result will be able to exercise significant control over us, and your
interests may conflict with the interests of our existing shareholders.

After this offering, a small number of shareholders may continue to own more than a majority of our outstanding common shares. Depending on the
level of attendance at our general meetings of shareholders, these shareholders as a group may be in a position to determine the outcome of decisions taken at
any such general meeting. Any shareholder or group of shareholders controlling more than 50% of the capital present or represented by independent proxy
and voting at our general meetings of shareholders may control any shareholder resolution requiring a simple majority, including the election of our managing
directors and supervisory directors, certain decisions relating to our capital structure, the approval of certain significant corporate transactions and
amendments to our Articles of Association. To the extent that the interests of these shareholders may differ from the interests of our other shareholders, the
latter may be disadvantaged by any action that these shareholders may seek to pursue. Among other consequences, this concentration of ownership may have
the effect of delaying or preventing a change in control and might therefore negatively affect the market price of our common shares.

Future sales, or the possibility of future sales, of a substantial number of our common shares could adversely affect the price of the shares and dilute
shareholders.

Future sales of a substantial number of our common shares, or the perception that such sales will occur, could cause a decline in the market price of our
common shares. After this offering and the 32,211 common shares issued and sold pursuant to our at-the-market sales agreement as of January 12, 2017 and
without any exercise of the underwriters’ option to purchase up to 1,500,000 additional common shares from us, we will have outstanding 43,291,615
common shares, based on 33,259,404 common shares outstanding as of September 30, 2016, 32,211 common shares issued and sold pursuant to our
at-the-market sales agreement as of January 17, 2017 and the issuance and sale of 10,000,000 common shares in this offering. If o