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We believe in the old saying: a picture is worth a thousand 

words. Here, we aim to recap recent market action and 
provide some perspective to investors. 

                                                                                                                                                                                  June 2022 

THE BENEFITS OF DOLLAR COST AVERAGING IN A DOWN MARKET 

Last year, I wrote about an age-old investing question: if you come into a windfall of cash, is it better to invest it all at once or in 
intervals over time (commonly called “dollar cost averaging,” or DCA). The data spoke clearly. For roughly 75% of the starting 
dates across history, it made sense to invest as a lump sum right away. This is simply because the market has trended higher 
over the long-run, and therefore getting money to work sooner proved to be a more winning strategy. Time in the market won out. 

However, dollar cost averaging does have its benefits. For one, this strategy can serve as an emotional hedge in the event that 
a lump sum investment is made at the top of a market. Going all in at once means higher volatility and the potential to see 
immediate losses should the market act unfavorably. Spreading out an investment hedges against this. Relatedly, as investor 
Ben Carlson writes, “It allows you to diversify across time. Markets are always and forever cyclical. The problem is we don’t know 
how long the cycles are going to last (or) what the next cycle will look like.” DCA mitigates emotion, bad luck, and timing risks. 

Past these more qualitative advantages, dollar cost 
averaging also still outperforms 25% of the time. This brings 
us to today’s note, because the overwhelming majority of 
that 25% occurs in down markets (as seen to the right). 
DCA allows one to buy into long-term investments at 
cheaper and cheaper prices, lowering one’s average cost  
on the way down (and therefore juicing returns on the way 
back up). While we should expect lump-sum investing to 
outperform a majority of the time given the longer-term 
upward trajectory of the stock market, dollar-cost averaging 
thrives in extended selloffs like we see today. 

Trying to time a market bottom perfectly is as difficult as it is 
risky. Consider that while the average bear market takes 
close to a year to bottom, the range of lengths across history 
is wide, from two and a half  years to just one month. A 
bottom can come quicker than one would expect – like 
March 2020 – well before the economic data would support 
a rally. Or a bottom can take years to reach, f rustrating 
investors with headfake rallies along the way. So not only does a dollar cost averaging strategy outperform in down markets, it 
also removes the desire or obligation to try and call a bottom in real time if you have cash to invest. 

I am a fan of dollar cost averaging (and other systematic investing strategies) because having a plan beats not having one every 
single day of the week. To quote Ben Carlson once again, “The wonderful thing about dollar cost averaging is you don’t have to 
try to predict tops and bottoms because you’re spreading your bets. No single purchase will make or break your portfolio. It’s the 
perfect strategy for a bear market. It never feels like it when you’re living through them, but the purchases you make during 
a bear market will almost always be the best investments you make.”  
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Disclosures 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 

here ref lect our judgment at this date and are subject to change. The information has been obtained f rom sources we 

consider to be reliable, but we cannot guarantee the accuracy.   

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision.  
This report does not take into account the specific investment objectives, financial situation, or need of any particular client 

and may not be suitable for all types of investors.  Recipients should not consider the contents of this report as a single 

factor in making an investment decision.  Additional fundamental and other analyses  would be required to make an 

investment decision about any individual security identified in this report.  

 
For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor 

and/or your tax or legal advisor. 

 

Fixed income yield and equity multiples do not correlate and while they can be used as a general comparison, the 

investments carry material differences in how they are structured and how they are valued. Both carry unique risks that the 
other may not. 

 

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 

investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  

 

Copyright 2022 Robert W. Baird & Co. Incorporated.  
 

Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which Robert 

W. Baird Limited holds an ISD passport. 

 
This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial 

Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may 

not be distributed to private clients.  Issued in the United Kingdom by Robert W. Baird Limited, which has an office at 

Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial 

Conduct Authority.  For the purposes of the Financial Conduct Authority requirements, this investment research report is 
classified as objective.   

 

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  RWBL 

is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws.  This 

document has been prepared in accordance with FCA requirements and not Australian laws.   

 
 

 

 

 

 
 

 

 


