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Dollar-cost averaging (DCA) is an investment approach where you buy a fixed
dollar amount of an asset at regular intervals, regardless of price. Instead of trying to
time the market, you commit to purchasing, say, $100 of Bitcoin every week or month.
Over time, you accumulate more units when prices are low and fewer when prices are
high, which smooths out your average cost per unit.

How DCA Works in Practice
Suppose you invest $200 in Ethereum monthly for six months. If prices are

$2,000, $1,500, $1,800, $1,200, $2,500, and $2,200, you buy different amounts each
month. Your average cost per ETH comes out lower than if you had invested the full
$1,200 in a single lump sum at a higher price point. The math works because fixed
dollar amounts buy more units at lower prices, pulling the average down over time.

Most major exchanges — Coinbase, Kraken, Binance — offer automated
recurring purchase features, so you can set a schedule and execute the strategy without
manual intervention. This removes the emotional friction of deciding when to buy
during volatile periods.

Why Crypto Volatility Makes DCA Relevant
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Crypto markets move sharply. Bitcoin has historically dropped 50–80% from
peak to trough during bear markets, only to recover and set new highs in subsequent
cycles. For an investor who bought a lump sum near the top of the 2021 cycle at
around $65,000, the drawdown to roughly $16,000 in late 2022 was severe. A DCA
investor buying throughout that period would have accumulated coins at a range of
prices, reducing their average cost significantly compared to the peak buyer.

The strategy does not guarantee profit. If an asset enters a prolonged decline and
never recovers, DCA only means you lost money more gradually. It works best
applied to assets with long-term upward trends, which is why most DCA practitioners
focus on Bitcoin or Ethereum rather than speculative altcoins.

Limitations and Tradeoffs
DCA underperforms lump-sum investing in a consistently rising market. Studies

on traditional equity markets show that lump-sum investing beats DCA roughly
two-thirds of the time over long horizons, simply because markets tend to rise. In
crypto, where volatility is extreme and timing the bottom is nearly impossible for most
investors, DCA offers a practical tradeoff: slightly lower expected returns in bull runs,
in exchange for meaningfully lower risk of catastrophic entry timing.

Transaction fees can erode returns if you are making very small, frequent
purchases. It pays to check whether your platform charges flat fees per transaction —
at $1 per trade, buying $20 weekly costs 5% in fees before any price movement.

DCA is a discipline tool as much as a financial one. It forces consistent
participation without requiring constant market analysis, which suits investors who
have a long time horizon and want to build a position in crypto without the stress of
active trading.
Read more articles: bip39-phrase.com/blog/
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