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Key Takeaways

• XRP is a digital asset native to the XRP Ledger, and it was designed to be a faster and more sustainable 

alternative to bitcoin.

• It was built in 2012, specifically for payments, and relies on the Proof-of-Association (PoA) consensus 

mechanism, which consumes less energy than the Proof-of-Work (PoW) consensus mechanism.

• As an altcoin to bitcoin, XRP could sit alongside it in a multi-asset portfolio and reduce investors’ 

exposure to a single cryptocurrency.

• While bitcoin and ether are strongly correlated, XRP has a low correlation with both.

• Related Products WisdomTree Physical XRP, WisdomTree Physical Bitcoin, WisdomTree Physical 

Ethereum, WisdomTree Physical Solana Find out more

As investors start to recognise the potential benefits of adding crypto to their multi-asset portfolios, they 

are also looking for ways to diversify their crypto exposures. That is, some investors no longer want to 

be overexposed to a single mega cap cryptocurrency and are actively looking for a suitable altcoin to sit 

alongside it.

The WisdomTree Digital Asset Taxonomy categorises cryptocurrencies into:

• Layer-1 payments

• Centralised finance

• Layer-1 smart contracts network

• Stablecoin

• Layer-2 scaling

• Decentralised finance

• Non-fungible token

• Miscellaneous
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This taxonomy helped us identify XRP as an altcoin that could sit alongside bitcoin, given that both are 

classified as Layer-1 payments. There are parallels between Ethereum and Solana, which are classified 

as Layer-1 smart contracts networks, with Solana being an altcoin to Ethereum.

Figure 1: WisdomTree’s Digital Asset Taxonomy

Source: WisdomTree. October 2024.

What is XRP?

XRP is a digital asset native to the XRP Ledger (XRPL), an open-source, permissionless, and decen-

tralised blockchain. Built in 2012, specifically for payments, XRP can settle transactions on the ledger in 

3-5 seconds and was designed to be a faster and more sustainable alternative to Bitcoin. This is possible 

because XRPL and Bitcoin use two different consensus mechanisms:

• XRPL uses Proof-of-Association (PoA)

• Bitcoin uses Proof-of-Work (PoW)

PoA is operated by universities, exchanges, businesses, and individuals to validate transactions. It is more 

efficient to run than PoW as it requires fewer hardware resources and consumes less energy.

XRP can be sent directly without a central intermediary, making it a convenient instrument for bridging two 

different currencies quickly and efficiently. It is freely exchanged on the open market and used in the real 

world to enable cross-border payments and microtransactions.

Why invest in XRP?

As of now, cryptocurrencies have a significant track record of 15+ years. Per Figure 2 (below), they also 

represent a portion of investable market portfolio.

Figure 2: The market portfolio
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Source: Bloomberg, WisdomTree. 30 September 2024. In USD. You cannot invest directly in an index. 

Historical performance is not an indication of future performance and any investment may go down 

in value.

Figure 2 (above) shows the market portfolio of all listed, investable assets accessible to investors. With a 

market cap of over $2 trillion1, cryptocurrencies represent approximately 1% of the market portfolio that 

has a total market cap of just over $200 trillion2. XRP itself has a market cap of $31 billion3 which places 

it as number 54 by market cap among all cryptocurrencies.

Since cryptocurrencies have a low correlation to traditional asset classes, they can help enhance the 

diversification of multi-asset portfolios and potentially improve the risk/return profiles of those portfolios. 

As an altcoin to bitcoin, XRP could sit alongside it in a multi-asset portfolio and reduce investors’ exposure 

to and reliance on a single cryptocurrency.

Figure 3: Crypto to crypto correlations

Source: WisdomTree, Glassnode. 21 October 2024. Correlation is calculated using 3-month daily USD 

returns and is annualised. Historical performance is not an indication of future performance and any 

investment may go down in value.

Interesting to note, and as seen in Figure 3 (above), bitcoin and ether are strongly correlated with each 

other, while XRP has low correlation with both of them.
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XRP supply dynamics

Transaction fees on the XRPL are systematically burned, applying deflationary pressure to XRP’s total 

supply of 100 billion units. Since its inception, approximately 12 million XRP units have been burned. While 

this burn rate may seem relatively low, it is directly linked to most transactions only costing fractions of a 

cent. Low transaction costs are important for real world adoption of XRP.

In addition, 1 billion XRP units are released from escrow to Ripple each month. This is due to Ripple 

originally locking 55 billion XRP units (i.e. 55% of the total possible supply) into a series of escrows in 

order to ensure predictability to the XRP supply5. Any XRP not spent or distributed by Ripple in that month 

is put into new escrow contracts. This will continue until the remaining ~45 billion XRP units become liquid. 

Afterwards, the burned fees will be the only supply variable.6

For investors, both bitcoin and XRP are scarce cryptocurrencies with different issuance schedules. Bitcoin 

should reach its max supply of 21 million units in approximately 2140, and XRP should reach its max supply 

in the next few years. Afterwards, the number of XRP units will only shrink due to the burning of transaction 

fees. As long as XRP demand grows or even remains the same, XRP scarcity should be positive for XRP 

price.

Conclusion

XRP offers a strong complement to bitcoin in a portfolio. With its focus on fast, low-cost transactions, XRP 

balances bitcoin’s strengths as a digital asset. By holding both, investors can spread out risk and enjoy 

the unique benefits each brings – bitcoin’s well-known store of value and XRP’s efficiency in payments – 

making the combination a versatile choice in today’s evolving market.

1 Source: Bloomberg, WisdomTree. 30 September 2024.

2 Source: Bloomberg, WisdomTree. 30 September 2024.

3 Source: Messari. 22 October 2024.

4 Source: Messari. Excluding stablecoins. 22 October 2024.

5 Please see further detail here: https://ripple.com/insights/explanation-ripples-xrp-escrow/

6 Sources: Messari’s State of XRP Ledger Q1 2024; Q2 2024 XRP Markets Report.
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Important Risks Related to this Article

IMPORTANT INFORMATION
Marketing communications issued in the European Economic Area (“EEA”): This document has 

been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the 

Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been 

issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom 

Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as 

applicable). Our Conflicts of Interest Policy and Inventory are available on request.

This marketing communication has been prepared for professional investors, but the WisdomTree products 

set out in this document may be available in some jurisdictions to any investors, subject to applicable laws 

and regulations. As the product may not be authorised or its oering may be restricted in your jurisdiction, it 

is the responsibility of every person or entity to satisfy themselves as to the full observance of the laws and 

regulations of the relevant jurisdiction. Prior to any application investors are advised to take all necessary 

legal, regulatory, tax and investment advice on the suitability and consequences of an investment in the 

products. Past performance is not a reliable indicator of future performance. Any historical performance 

included in this document may be based on back testing. Back testing is the process of evaluating an 

investment strategy by applying it to historical data to simulate what the performance of such strategy 

would have been. Back tested performance is purely hypothetical and is provided in this document solely 

for informational purposes. Back tested data does not represent actual performance and should not be 

interpreted as an indication of actual or future performance. The value of any investment may be aected 

by exchange rate movements. Any decision to invest should be based on the information contained in the 

appropriate prospectus and aer seeking independent investment, tax and legal advice. These products 

may not be available in your market or suitable for you. The content of this document does not constitute 

investment advice nor an oer for sale nor a solicitation of an oer to buy any product or make any investment.

An investment in exchange-traded products (“ETPs”) is dependent on the performance of the underlying 

index, less costs, but it is not expected to match that performance precisely. ETPs involve numerous risks 

including among others, general market risks relating to the relevant underlying index, credit risks on 

the provider of index swaps utilised in the ETP, exchange rate risks, interest rate risks, inflationary risks, 

liquidity risks and legal and regulatory risks.

The information contained in this document is not, and under no circumstances is to be construed as, an 

advertisement or any other step in furtherance of a public oering of shares in the United States or any 

province or territory thereof, where none of the issuers or their products are authorised or registered for 

distribution and where no prospectus of any of the issuers has been filed with any securities commission 

or regulatory authority. No document or information in this document should be taken, transmitted or 
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distributed (directly or indirectly) into the United States. None of the issuers, nor any securities issued 

by them, have been or will be registered under the United States Securities Act of 1933 or the Investment 

Company Act of 1940 or qualified under any applicable state securities statutes.

This document may contain independent market commentary prepared by WisdomTree based on publicly 

available information. Although WisdomTree endeavours to ensure the accuracy of the content in this 

document, WisdomTree does not warrant or guarantee its accuracy or correctness. Any third party data 

providers used to source the information in this document make no warranties or representation of any 

kind relating to such data. Where WisdomTree has expressed its own opinions related to product or market 

activity, these views may change. Neither WisdomTree, nor any ailiate, nor any of their respective oicers, 

directors, partners, or employees accepts any liability whatsoever for any direct or consequential loss 

arising from any use of this document or its contents.

This document may contain forward looking statements including statements regarding our belief or 

current expectations with regards to the performance of certain assets classes and/or sectors. Forward 

looking statements are subject to certain risks, uncertainties and assumptions. There can be no assurance 

that such statements will be accurate and actual results could dier materially from those anticipated 

in such statements. WisdomTree strongly recommends that you do not place undue reliance on these 

forward-looking statements.

The products discussed in this document are issued by WisdomTree Issuer X Limited (the “Issuer”). 

Investors should read the prospectus of the Issuer before investing and should refer to the section of the 

prospectus entitled “Risk Factors” for further details of risks associated with an investment in the securities 

oered by the Issuer.

Securities issued by the Issuer are direct, limited recourse obligations of the Issuer alone and are not 

obligations of or guaranteed by any of Swissquote select * fromBank Ltd (“Swissquote”), Coinbase Custody 

Trust Company LLC (“Coinbase”), any of their ailiates or anyone else or any of their ailiates. Each of 

Swissquote and Coinbase disclaims all and any liability whether arising in tort, contract or otherwise which 

it might have in respect of this document or its contents otherwise arising in connection herewith.

The product discussed in this document is an unregulated ETP, approved to trade on the SIX Swiss 

Exchange in Switzerland, Euronext Paris, Euronext Amsterdam and the Deutsche Börse Xetra in Germany. 

Cryptocurrencies are a high-risk investment and may not be suitable for all types of investor. Prospective 

investors should be aware that the price of the underlying asset(s) by which the securities are secured can 

demonstrate higher volatility than other asset classes and consequently the value of the securities may be 

extremely volatile. You must ensure that the nature, complexity and risks associated with cryptocurrencies 

are suitable for your objectives in light of your circumstances and financial position.

All rights reserved. Compass has all proprietary rights with respect to the Compass Crypto Reference 

Index XRP. Compass disclaims any liability to any party for any inaccuracy in the data on which the Index 

is based, for any mistakes, errors, omissions or interruptions in the calculation and/or dissemination of 

https://www.wisdomtree.com/fi/insights/blog/why-xrp-may-complement-bitcoin-in-achieving-portfolio-diversifica-

tion



WISDOMTREE BLOG

the Index. In no event shall Compass have any liability for any lost profits or indirect, punitive, special or 

consequential damages or losses, even if notified of the possibility thereof.

https://www.wisdomtree.com/fi/insights/blog/why-xrp-may-complement-bitcoin-in-achieving-portfolio-diversifica-

tion


