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Dollar-cost averaging (DCA) means buying a fixed dollar amount of an asset on
a fixed schedule — weekly, biweekly, or monthly — regardless of what the price is
doing. The point is not to beat the market. It is to replace a single timing decision with
a repeating rule, so that headlines, drawdowns, and the fear of buying a cycle top stop

driving execution.

How the Mechanics Work
A $100 weekly purchase of bitcoin buys 0.00167 BTC at $60,000 and 0.00333

BTC at $30,000. Because the same dollar amount buys more units when prices are
low, the average cost per coin drifts below the simple average of the prices paid —
mathematically it approaches the harmonic mean of those prices rather than the
arithmetic mean. Most major exchanges support recurring buys through a
scheduled-purchase feature, and fractional units mean there is no minimum ticket size
beyond the exchange's own limit. Fees differ in shape: some venues charge a flat
commission, others take a percentage spread. Both erode returns on small orders,
which is why a weekly $25 buy carrying a 2% spread is materially worse than a
monthly $100 buy on the same spread.

What It Protects Against, and What It Does Not
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Crypto drawdowns are extreme by the standards of any other asset class. Bitcoin

has fallen more than 70% from its highs on several occasions, and most altcoins have
lost 90% or more. An investor who committed a lump sum near a cycle top may wait
years to break even. DCA spreads entry across those cycles, lowering the chance of
funding a full position at the worst possible moment. It is insurance, not
outperformance. In equity research, lump-sum investing has historically beaten DCA
roughly two-thirds of the time, because markets rise more often than they fall; the
same logic applies to crypto, with wider error bars. DCA also does nothing for an asset
that never recovers: averaging down into a failing token converts a small loss into a

large one.

Costs, Taxes, and Risks to Manage
Two operational details matter more than most guides admit. First, every

purchase is a separate tax lot with its own cost basis and holding-period clock. In the
United States, sales are matched under FIFO by default unless specific identification is
elected, and gains realized inside a year are taxed as ordinary income. Tracking this
without dedicated software is genuinely painful. Second, recurring buys normally sit
on an exchange until withdrawn. Exchange failures — FTX is the clearest recent
example — can wipe out balances never moved to self-custody, so a common practice
is to accumulate on the venue and withdraw to a hardware wallet once a threshold such
as 0.01 BTC is reached.

Variations are worth knowing. Value averaging adjusts the contribution size to
steer the portfolio toward a target value. Dip buying adds extra on large drops.
DCA-out sells fixed fractions on the way up to lock in gains. All are refinements of the
same underlying idea.

The honest case for DCA is behavioral and logistical: it makes a volatile asset

class survivable for people who cannot or will not watch charts every day.

Read more articles: bip39-phrase.com/key-macroeconomic-indicators-cryptocurrency/
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— seed-phrases-2025-05-14-en.pdf (2025-05-14)
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